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June 4,2004 

Ms. Pamela Bonrud 
Executive Director 
South Dakota Public Utilities 
Commission 

State Capitol Building 
500 East Capitol 
Pierre, SD 57501 

Re: General Natural Gas Rate Application 
Docket No. NG04-- 

Dear Ms. Bonrud: 

Montana-Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources 
Group, Inc., herewith submits its application for approval to increase its rates for 
natural gas service. This application does not affect the rates applicable to those 
customers receiving natural gas service in Montana-Dakota's East River service 
area. 

Montana-Dakota encloses herein an Original and ten (1 0) copies of this Letter of 
Transmittal, Application with Appendices A and B, Testimony and Exhibits and 
supporting Statements that document the need for this request to increase rates 
for natural gas service. This filing is made in accordance with Administrative 
Rules of South Dakota (ARSD), Sections 20:lO: 13:26 and 20:10:13:39 through 
20:10:13:104 inclusive. 

The Company's need for additional revenues results from increases in operating 
and maintenance expenses driven largely by increases in labor, benefits costs, 
and depreciation expense. In spite of cost control efforts, increases in operating 
and maintenance expense have caused current rates to be inadequate in 
compensating the Company for operating its South Dakota (excluding East River 
service area) natural gas distribution system. 



h r v  TAM-DAKOTA UTILITIES CO. 

Montana-Dakota's last general rate increase in South Dakota was implemented 
in 2003 as authorized in Docket NG02-011. 

Montana-Dakota proposes a total annual increase of $1,281,417 or 2.2%, based 
on a 2003 test year adjusted for known and measurable changes. The proposed 
change in rates will affect customer classes as follows: Residential, 2.9%, Firm 
General Service, 2.0% and Large Interruptible Service, I .O%. The proposed 
increase for a residential customer will average about $1.96 per month or about 
$23.51 per year. 

The proposed rate changes do not affect the recovery of the cost of purchased 
gas, which is separately reflected in retail rates (and recovered monthly) through 
the Purchased Gas Cost Adjustment. 

Included in Appendix B of the Application is a second set of the affected tariffs 
on which Montana-Dakota has indicated the revisions requested by lining 
through the existing language, which the Company proposes to delete, and 
underlining the new proposed language. 

In accordance with ARSD 20:10:13:39(6), it is noted that the proposed rates may 
potentially affect 43,100 gas customers located in the Company's Black Hills 
service area in South Dakota. Attached as Exhibit A is the South Dakota "Report 
of Tariff Schedule Change" form required pursuant to ARSD 20:10:13:26. 

The Company will comply with ARSD 20:lO: 13:18 by posting a Notice of the 
proposed rates, as shown on Exhibit B, in each of its business offices in its Black 
Hills gas service territory affected by the proposed change. 

Please refer all inquiries regarding this filing to: 

Mr. Donald R. Ball 
Assistant Vice President- 

Regulatory Affairs 
Montana-Dakota Utilities Co. 
400 North Fourth Street 
Bismarck, ND 58501 



h n u  TAM-DAKOTA UTILITIES CO. 

Also, please send copies of all written inquiries, correspondence and pleading to: 

Mr. Douglas W. Schulz David A. Gerdes 
Associate General Counsel May, Adam, Gerdes & 
& Assistant Secretary Thompson 
MDU Resources Group, Inc. 503 South Pierre Street 
P. 0. Box 5650 P.O. Box I60  
Bismarck, ND 58506-5650 Pierre, South Dakota 

57501-0160 

Montana-Dakota respectfully requests that this filing be accepted as being in full 
compliance with the filing requirements of this Commission. 

Please acknowledge receipt by stamping or initialing the duplicate copy of this 
letter attached hereto and returning the same in the enclosed self-addressed, 
stamped envelope. 

Sincerely, 

Donald R. Ball 
Assistant Vice President- 

Regulatory Affairs 

Attachments 
cc: D.W. Schulz 

D.A. Gerdes 



Exhibit A 

Report of Tariff Schedule Change 

NAME OF UTILITY: Montana-Dakota Utilities Co. 
ADDRESS: 

Section No. 
1 

400 North Fourth Street 
Bismarck, ND 58501 

Class of Service 

Table of Contents 
Residential Rate 60 
Firm General Service Rate 70 
Optional Seasonal General Gas Service Rate 72 
Transporation Service Rates 81 and 82 
Large Interruptible General Gas Service Rate 85 
General Provisions Rate 100 
Service Lines Rate 124 
Sample Forms 

New Sheet No. 
1st Revised Sheet Nos. 1-1 .I 
1 st Revised Sheet No. 2 
1st Revised Sheet No. 11 
I st Revised Sheet No. 13 
1st Revised Sheet No. 22.1 
1st Revised Sheet No. 26 
1st Revised Sheet Nos. 1-1 . I9 
1st Revised Sheet No. 24 
1st Rev Sheet Nos. 5,8,8.1,12, 13 & 16 

Change: Rates, applicability, and availability 
(State part of tariff schedule affected by change, such as: Applicability, availability, rates, etc.) 

Reason for Change:To enable Company to earn an adequate return on its investment. 

..................................................................................................... Present Rates $58,064,657 
Proposed Rates ................................................................................................ $59,346,074 

........................................................... Approximate annual reduction in revenue 
............................................................ Approximate annual increase in revenue $ 1,281,417 

Points 
Affected 

Received: Montana-Dakota Utilities Co. 
(Reporting Utility) 

Estimated Number of Customers Whose Cost of Service will be: 

Black Hills 
System 

By: By: Donald R. Ball 
txecutive Director Assistant Vice President - 
South Dakota Regulatory Affairs 
Public Utilities Commission 

Include Statement of Facts, expert opinions, documents and exhibits supporting the change requested. 

Reduced Increased Unchanged 
# of 
Customers 
NONE 

Amount 
in $ 

# of 
Customers 

43,100 

Amount 
in $ 

$1,281,417 

# of 
Customers 

Amount 
in $ 



On June 7,2004, 
Montana-Dakota Utilities Co., a 

Division of MDU Resources Group, Inc., 
filed with the South Dakota Public 

Utilities Commission revised gas rates 
affecting Montana-Dakota Utilities Co.'s 
gas customers in South Dakota. These 
proposed rates, and South Dakota rules 

and regulations, are available in this 
office for inspection. Please inquire at 

the cashier's desk. 



BEFORE THE PUBLIC UTILITIES COMMISSION . 

OF THE STATE OF SOUTH DAKOTA 

In the Matter of the Application of ) 
MONTANA-DAKOTA UTILITIES CO., a ) 
Division of MDU Resources Group, Inc., ) 
for Authority to Establish Increased 
Rates for Natural Gas Service 

1 
1 

Docket No. NG04-- 

APPLICATION 

COMES NOW, Montana-Dakota Utilities Co., a Division of MDU 

Resources Group, Inc., the Applicant in the above-entitled proceeding (hereafter 

"Montana-Dakota" or "Applicant"), and respectfully alleges as follows: 

I. 

That Montana-Dakota, a Division of MDU Resources Group, Inc., is a 

Delaware corporation duly authorized to do business in the State of South 

Dakota as a foreign corporation, and that it is doing business in the State of 

South Dakota as a public utility. 

II. 

That the Certificate of Incorporation and Amendments thereto have 

previously been filed with the South Dakota Public Utilities Commission (PUC or 

Commission) and reference thereto is hereby made, and such Certificate and 

Amendments are hereby incorporated herein by reference as though fully set 

forth herein. 



Ill. 

That Applicant's full name and post office address are: 

Montana-Dakota Utilities Co., 
a Division of MDU Resources Group, Inc. 
400 North Fourth Street 
Bismarck, North Dakota 58501 

IV. 

That the following described rate schedules presently on file with and 

approved by the Commission are attached hereto as Appendix A. 

Section I 
Original Sheet Nos. 1-1. I 

Section 2 
Original Sheet Nos. 1-1 .I 

Section 3 
5th Revised Sheet No. I 
Original Sheet No. 2 
Original Sheet Nos. 5-5.1 
Original Sheet No. 7 

Original Sheet Nos. 11 -1 1 .I 
Original Sheet Nos. 12-1 2.2 

Original Sheet Nos. 13-1 3.1 

Original Sheet Nos. 22-22.8 
Original Sheet Nos. 26-26.2 

Original Sheet Nos. 28-28.1 

Original Sheet Nos. 29-29.5 
Original Sheet Nos. 30-30.5 

Table of Contents 

Preliminary Statement 

Rate Summary Sheet 
Residential Gas Service Rate 60 
Ellsworth Air Force Base Rate 64 
East River Natural Gas System General 

Services Rate 66 
Firm General Gas Service Rate 70 
Small lnterruptible General Gas Service 

Rate 71 
Optional Seasonal General Gas Service 

Rate 72 
Transportation Service Rates 81, 82 
Large lnterruptible General Gas Service 

Rate 85 
Distribution Delivery Stabilization 
Mechanism 
Purchased Gas Cost Adjustment Rate 88 
East River Natural Gas System Purchased 

Gas Cost Adjustment Rate 89 



Section 4 
I Revised Sheet No. 1 

Section 5 
Original Sheet Nos. 1-1 .I 9 
Original Sheet No. 3 

Original Sheet Nos. 19-1 9.1 

Original Sheet Nos. 20-20.5 

Original Sheet No. 24 

Original Sheet No. 34-34.3 

Section 6 
Original Sheet No. I 
Original Sheet No. 2 
Original Sheet No. 3 
Original Sheet Nos. 4-4.1 
Original Sheet No. 5 
Original Sheet No. 6 

1'' Revised Sheet Nos. 7-7.1 
Original Sheet No. 8 

Original Sheet No. 9 
Original Sheet No. 10 
Original Sheet No. 11 

Original Sheet No. 12 

Original Sheet No. 13 

Original Sheet No. 14 
Original Sheet No. 15 

List of Gas Contracts with Deviations 

General Provisions Rate 100 
Rate for Residential Gas Service for 

Regular Employees of Montana-Dakota 
Utilities Co., MDU Resources Group, Inc. 
and Wholly-Owned Subsidiaries of MDU 
Resources Group, Inc. Rate 102 

Interruptible Gas Service Extension Policy 
Rate I 19 

Firm Gas Service Extension Policy 
Rate 120 

New Installation, Replacement, Relocation 
and Repair of Gas Service Lines 
Rate 124 

Rule and Policies for Implementing Master 
Metering Restrictions Rate 134 

Consumer's Deposit Receipt 
New Customer Application Card 
Gas Meter Order 
Standard Customer Bill Form 
Disconnect Notice 
Application for Interruptible Natural Gas 

Service 
Customer Information Booklet 
Discontinuance Notice for Unauthorized 

Use of Service 
Third Party Notice 
Deferred Installment Agreement Form 
Agreement by Property Owner or Agent to 

Pay Utility Bills During Periods When 
Property is Unoccupied 

Forms Advising Property Owner Tenant is 
Vacating Premises and Service has 
been Connected in Property Owner's 
Name Per an Agreement 

Guarantee of Payment for Natural Gas 
and/or Electric Service by a Second 
Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 



Original Sheet No. 16 
Original Sheet Nos. 17-1 7.3 

Original Sheet No. 18 

Original Sheet Nos. 19-1 9.7 
Original Sheet Nos. 20-20.1 
Original Sheet Nos. 21 -21 .I 
Original Sheet No. 22 
Original Sheet No. 23 
Original Sheet No. 24 

Final Notice Prior to Disconnect 
lnterruptible General Gas Service 

Agreement 
Request for Firm Natural Gas Sales 

Service 
Gas Transportation Agreement 
Customers Agreement for Gas Extension 
Gas Service Order 
Facilities Relocation Agreement 
Warning Notice 
Temporary Construction Heat Agreement 

That Applicant respectfully submits herewith the following described 

proposed rate schedules for gas service, copies attached hereto as Appendix B, 

which Applicant proposes to substitute for the corresponding rate schedules 

described in the preceding paragraph. 

Section 1 
1'' Revised Sheet Nos. 1-1 .I 

Section 3 
To be submitted on final 
disposition of the rate application 
lst Revised Sheet No. 2 
lSt Revised Sheet No. 1 I 
1 st Revised Sheet No. 13 

I St Revised Sheet No. 22. I 
1" Revised Sheet No. 26 

Section 5 
1 St Revised Sheet Nos. 1-1 .I 9 
1 st Revised Sheet No. 24 

Table of Contents 

Rate Summary Sheet 
Residential Gas Service Rate 60 
Firm General Gas Service Rate 70 
Optional Seasonal General Gas Service 

Rate 72 
Transportation Service Rates 81 and 82 
Large Interruptible General Gas Service 

Rate 85 

General Provisions Rate I00 
New Installation, Replacement, Relocation 

and Repair of Gas Service Lines 
Rate I24 



Section 6 
I"' Revised Sheet No. 5 Disconnect Notice 
1"' Revised Sheet Nos. 8-8.1 Discontinuance Notices for Unauthorized 

Use of Service & Discontinuance for 
Reasons Other than Nonpayment 

1 "' Revised Sheet No. 1 2 Reserved for Future Use 
1 st Revised Sheet No. 13 Guarantee of Payment for Natural Gas 

and/or Electric Service by a Second 
Party in Lieu of a Deposit 

1 "' Revised Sheet No. 16 Final Notice Prior to Disconnect 

VI. 

That the existing rates of Applicant are unjust, unreasonable and not 

compensatory, and that said rates should be increased so that Applicant will 

have an opportunity to earn a just and reasonable rate of return on its natural 

gas property devoted to providing service to its South Dakota natural gas 

customers. 

VI I. 

That in submitting this Application and in proposing the implementation of 

the increased rates contained herein, Applicant is seeking additional revenues 

before income taxes of $1,281,417 based on a 2003 test year adjusted for 

known and measurable changes, for natural gas service rendered to customers 

located in the Black Hills service territory in the State of South Dakota. This 

Application does not affect the rates applicable to those customers receiving 

natural gas service in Montana-Dakota's East River service area. 



VIII. 

That Applicant will prove by competent evidence that existing rates are 

unjust, unreasonable, and not compensatory, and that said rate schedules 

should be increased as requested herein. Filed concurrently with this Application 

and its Appendices are supporting Statements and direct testimony and exhibits 

of Applicant's witnesses. Said Statements, Testimony and Exhibits are by this 

reference incorporated as if fully set forth herein. 

IX. 

That this Application is submitted in accordance with the provisions of 

South Dakota Codified Laws, Chapter 49-34A and the rules and regulations 

promulgated by the Public Utilities Commission of the State of South Dakota. 

WHEREFORE, Applicant respectfully requests that the Public Utilities 

Commission of the State of South Dakota: 

1. Approve and adopt the proposed rate changes as set forth in 

Appendix B of this Application to be effective upon final disposition 

of this docket; 

2. Expedite any hearing which the Commission deems necessary to 

determine the propriety of Applicant's proposed rate schedules set 

forth herein, and issue its final order establishing the rates set forth 

herein; and 

3. Grant such other and additional relief as the Commission shall 

deem just and proper. 



Dated this 4th day of June 2004. - 

MONTANA-DAKOTA UTILITIES CO., 
a Division of MDU Resources Group, Inc. 

By: 
Donald R. Ball 
Assistant Vice President - 

Regulatory Affairs 



STATE OF NORTH DAKOTA 1 
:ss 

COUNTY OF BURLEIGH ) 

Donald R. Ball, being first duly sworn, deposes and says that he is the 

Assistant Vice President - Regulatory Affairs of Montana-Dakota Utilities Co., a 

Division of MDU Resources Group, Inc., the Applicant herein, that he has read 

the foregoing Application, knows the contents thereof, and that the same is true 

and correct to the best of his knowledge, information and belief. 

Dated this 4th dav of June 2004. 

Donald R. Ball 
Assistant Vice President - 

Regulatory Affairs 

Subscribed and sworn to before me this 4th day of June 2004. 

MARY E R ~ N D ~  
Notary Public, STATE OF NORTH DAKOTA 
My Commission Expires MAR. 9,2005 Mary ~ r a n 9 o t a t - y  Public 

Burleigh County, North Dakota 
My commission Expires: 3/9/05 

OF COUNSEL: 

David A. Gerdes 
May, Adam, Gerdes & Thompson 
503 South Pierre Street 
P.O. Box 160 
Pierre, South Dakota 57501-0160 

Douglas W. Schulz 
Associate General Counsel & Assistant Secretary 
MDU Resources Group, Inc. 
P. 0. Box 5650 
Bismarck, ND 58506 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4th Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 1 
Original Sheet No. 1 

TABLE OF CONTENTS Canceling Vol. 1 15 '~  Rev. Sheet No. 1 

Page 1 of 2 

Desiqnation 

Section No. 1 

Section No. 2 

Section No. 3 

Rate 60 

Rate 64 

Rate 66 

Rate 70 
Rate 71 
Rate 72 

Rate 81 and 82 

Rate 85 

Rate 87 
Rate 88 
Rate 89 

Section No. 4 

Section No. 5 
Rate 100 

Rate 102 

Rate 11 9 
Rate 120 

Table of Contents 

Preliminary Statement 

Rate Schedules 
Rate Summary Sheet 
Residential Gas Service 
Reserved for Future Use 
Ellsworth Air Force Base 
Reserved for Future Use 
East River Natural Gas System 

General Services 
Reserved for Future Use 
Firm General Gas Service 
Small lnterruptible General Gas Service 
Optional Seasonal General Gas Service 
Reserved for Future Use 
Transportation Service 
Reserved for Future Use 
Large lnterruptible General Gas Service 
Reserved for Future Use 
Distribution Delivery Stabilization Mechanism 
Purchased Gas Cost Adjustment 
East River Natural Gas System 

Purchase Gas Cost Adjustment 

List of Contracts with Deviations 

Rules 
General Provisions 
Reserved for Future Use 
Residential Rzte for Regular Employees 
Reserved for Future Use 
lnterruptible Gas Service Extension Policy 
Firm Gas Service Extension Policy 
Reserved for Future Use 

Sheet No. 

1 

1 

1 
2 
3-4 
5 
6 

7 
8-10 
11 
12 
13 
14-21 
22 
23-25 
26 
27 
28 
29 

3 0 

1 

1 
2 
3 
4-18 
19 
2 0 
21 -23 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affair: Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4' Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

. . 

Section No. 1 
Original Sheet No. 1.1 

TABLE OF CONTENTS - Canceling Vol. 1 6'h Rev. Sheet No. 1.1 

Page 2 of 2 

Rate 124 New Installation, Replacement, Relocation 
and Repair of Gas Service Lines 
Reserved for Future Use 

Rate 134 Rules and Policies for Implementing 
Master Metering Restrictions 

Section No. 6 Sample Forms 
Consumer's Deposit Receipt 
New Customer Application Card 
Gas Meter Order 
Standard Customer   ill 
Disconnect Notice 
Application for Interruptible Natural Gas Service 
Customer Information Booklet 
Discontinuance Notice . . for Unauthorized Use of Service 

C 

Third Party Notice 
Deferred.lnstallment Agreement Form 
Agreement by Property Owner or Agent to Pay Utility 

Bills During Periods When Property is Unoccupied 
Form Advising Property Owner Tenant is Vacating 

Premises and Service Has Been Connected in 
Property Owner's Name per an Agreement 

Guarantee of Payment for Natural Gas and/or Electric 
Service by a Second Party in Lieu of a Deposit 

Deposit Warning Letter 
Deposit Request 
Final Notice Prior to Disconnect 
Interruptible General Gas Service Agreement 
Request for Firm Flatural Gas Sales Service 
Gas Transportation P.greement 
Customers Agreement for Gas Extension 
Gas Service Order 
Facilities Relocation Agreement 
Warning Notice 
Temporary Construction Heat Agreement 

Date Filed: December 30, 2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4" Street 
Bismarck, ND 58501 5 .  

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 2 
Original Sheet No. 1 

. . .  Canceling Vol. 1 5'h Rev. Sheet No. 1 
PRELIMINARY STATEMENT 

Page 1 of 2 

PRELIMINARY STATEMENT 
*Designates Region Office 

Montana-Dakota Utilities Co. serves twenty-six (26) towns and their environs in eleven 
(1 1) counties in South Dakota with natural gas. Counties served are: 

Butte 
Edmunds 
Harding 
Hughes 

Lawrence 
Meade 
Pennington 
Potter 

Stanley 
Sully 
Walworth 

Communities served under Rate 66 are designated (66), all other communities are served 
under the otherwise applicable rates. 

Bismarck Region 

Bowdle (66) 
Gettysburg (66) 
Mobridge (66) 

Agar (66) 
Belle Fourche 
Black Hawk 
Box Elder 
Camp Crook 
Central City 

Glenham (66) 
lpswich (66) 

Rapid Citv Reqion 

Deadwood 
Lead 
Onida (66) 
Piedmont 
Ft. Pierre (66) 
Pierre (66) 

Roscoe (66) 
Selby (66) 

Pluma 
*Rapid City 
St. Onge 
Spearfish 
Sturgis 
Terraville 

Whitewood 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 2 
Original Sheet No. 1 .I 

Canceling Vol. 1 5'h Rev. Sheet No. 1 . I  
PRELIMINARY STATEMENT 

Page 2 of 2 

TYPES AND CLASSES OF SERVICES 

The Company will furnish natural gas service for existing residential and small commercial 
customers. Where economically feasible the Company will extend its service lines to new 
customers if the Company's gas supply is adequate. 

The following symbols shall be used in rate filings with the Public Utilities Commission: 

(c)  To signify changed listing, rule, or condition which may affect rates or 
charges. 

(D) To signify discontinued material, including listing, rate, rule or condition. 

(1) To signify increase. 

(L) To signify material relocated from or to another part of tariff schedules with 
no change in text, rate, rule or condition. 

(N) To signify new material including listing, rate, rule or condition. 

(R) To signify reduction. 

(TI To signify change in wording of text but no change in rate, rule or 
condition. 

Date Filed: December 30, 2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4th Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
5th Revised Sheet No. 1 

RATE SUMMARY SHEET Canceling 4th Revised Sheet No. 1 

Page 1 of 1 

late Schedule 

tesidential Rate 60 

illsworth Air Force Base Rate 64 

Last River Gas System Rate 66 
Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

:irm General Service Rate 70 
Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

h a l l  lnterru~tible Gas Rate 71 

Distribution 
Sheet Basic Service Delivery 

Iptional Seasonal Gas 
Service Rate 72 

Meters rated < 500 cubic feet 
Meters rated > 500 cubic feet 

Winter Gas Usage 
Summer Gas Usage 

'ransportation Service 
Small Interruptible Rate 81 

Maximum 
Minimum 
Fuel Charge 

Large lnterruptible Rate 82 
Maximum 
Minimum 
Fuel Charge 

.arge lnterruptible Gas Rate 85 

No. - 
2 - 
5 - 
7 

- 
11 

Charge Charge 
I 

$0.25 per day 1 $1.435 
I 

$95.00 per month $0.062 

$2.00 per month 

$0.33 per day 
$0.66 per day $1.078 

(Maximum 

$50.00 per month $0.453 

$0.33 per day 
$0.66 per day 

$1.078 

$125.00 per month 

$0.453 
$0.131 

$200.00 per month 

$0.177 
$0.090 

I 

(Maximum) 

$1 50.00 per month I $0.177 

PGA 
Items - 
$7.340 

$5.739 

$7.469 

$7.340 

$7.340 

$7.778 
$6.21 5 

$0.078 

$0.064 

Total 

$5.801 

$9.230 

$8.41 8 
(Maximum; 

$7.793 

$8.856 
$7.293 

Date Filed: May 10,2004 Effective Date: Bills rendered on and 

after June 1,2004 
Issued By: Donald R. Ball 

Asst. Vice President - Regulatory Affairs 

Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 2 

Canceling Vol. 1 1 gih Rev. Sheet No. 1 
RESIDENTIAL GAS SERVICE Rate 60 

Page 1 of 1 

Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, 53.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0.25 per day 

Distribution Delivery Charge: $1.435 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 5 

Canceling Vol. 1 2" Rev. Sheet No. 5 
ELLSWORTH AIR FORCE BASE Rate 64 

Page 1 of 2 

Availability: 
Service under this rate schedule is available, on an interruptible basis, to the 
Ellsworth Air Force Base (EAFB). 

Rate: 
Basic Service Charge: $95.00 per month 

Distribution Delivery Charge: $0.062 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Gas Delivery Management Fee: 
In addition to the charges set forth above, all volumes of natural gas delivered 
under this rate schedule shall be subject to a gas Delivery Management Fee. 
The charge per dk is a negotiable fee subject to approval by the South Dakota 
Public Utilities Commission. 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
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General Terms and Conditions: 

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 
subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the 
interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the Provisions of Rate 100, gV.10. 

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so by 
the Company, any gas taken shall be billed at the Firm General Gas Service 
Rate 70 (distribution delivery charge and cost of gas), plus either an amount 
equal to any penalty payments or overrun charges the Company is required 
to make to its interconnecting pipeline(s) under the terms of its contract(s) 
as a result of such failure to curtail or interrupt, or $30.00 per dk of gas used 
in excess of the volume of gas to which customer was requested to curtail 
or interrupt, whichever amount is greater. The Company, in its discretion, 
may shut off customer's supply of gas in the event of customer's failure to 
curtail or interrupt use of gas when requested to do so by the Company. 

3. CONTRACT - Terms of service other than the rate shall be as specified in 
contracts between EAFB and the Company. 

4. RULES - The foregoing schedule is subject to Rates I 0 0  through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
For all purposes in the following communities, except for resale: 

Agar Glenham Pierre 
Bowdle lpswich Roscoe 
Ft. Pierre Mobridge Selby 
Gettysburg Onida 

Rate: 
Basic Service Charge Per Month: 

For customers with meters rated under 500 cubic feet per hour $2.00 
For customers with meters rated over 500 cubic feet per hour $4.00 

Distribution Delivery Charge: All dk @$I .761 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 89 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134, and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, gV.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.33 per day 
under 500 cubic feet per hour 

For customers with meters rated $0.66 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $1.078 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, gV.1 I ,  or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 
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General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
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Availability: 
In all communities served, except for communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load will 
exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery point 
and whose use of natural gas will not exceed 40,000 dk annually. The rates herein 
are applicable only to customer's interruptible load. Customer's firm natural gas 
requirements must be separately metered or specified in a firm service agreement. 
Customer's firm load shall be billed at Firm General Gas Service Rate 70. For 
interruption purposes, the maximum daily firm requirement shall be set forth in the 
firm service agreement. 

Rate: 
Basic Service Charge: 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$50.00 per month 

$0.453 per dk 
$0.131 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on the 
bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, gV.1 I ,  or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates, and the Company shall have the 
right to interrupt deliveries to customers under this schedule without being 
required to give previous notice of intention to so interrupt whenever, in 
Company's sole judgment, it may be necessary to do so to protect the interest 
of its customers whose capacity requirements are otherwise and hereby given 
preference. The priority of service and allocation of capacity shall be 
accomplished in accordance with the Provisions of Rate 100, gV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do so by the 
Company, any gas taken shall be billed at the Firm General Gas Service Rate 
70 (distribution delivery charge and cost of gas), plus either an amount equal 
to any penalty payments or overrun charges the Company is required to make 
to its interconnecting pipeline(s) under the terms of its contract(s) as a result 
of such failure to curtail or interrupt, or $30.00 per dk of gas used in excess of 
the volume of gas to which customer was requested to curtail or interrupt, 
whichever amount is greater. The Company, in its discretion, may shut off 
customer's supply of gas in the event of customer's failure to curtail or 
interrupt use of gas when requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. If mutually agreed to by the 
Company and customer, the term of service reflected in such agreement may 
be amended. Upon expiration of service, the customer may apply for and 
receive, at the sole discretion of the Company, gas service under another 
appropriate rate schedule for the customer's operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement may 
result in the assessment of penalties to the customer equal to the penalty 
amounts Company must pay to the interconnecting pipeline caused by 
customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment required 
for daily measurement will be installed by the Company, at its sole discretion, 
prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at no 
cost to the Company, any necessary telephone enhancements to assure 
Company of a quality telephone signal necessary to properly transmit data. 
The customer shall pay all charges for continuous electric and telephone 
service associated with the Company's connection of the remote data 
acquisition equipment, and any interruption in such services must be promptly 
remedied or service under this tariff will be suspended until satisfactory 
corrections have been made. 

The Company reserves the right to charge for each service call to investigate, 
repair and/or reprogram the Company's remote data acquisition equipment 
when the service call is the result of a failure or change in communication or 
power source provided by customer or damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, sV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

Distribution Delivery Charge: 

Cost of Gas: 
Winter - Bills rendered October 1 through March 31 

Summer - Bills rendered April I through September 30 

$0.33 per day 

$0.66 per day 

$1.078 per dk 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.1 I ,  or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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General Terms and Conditions: 
1. TERM - The customer agrees to contract for service under the Optional 

Seasonal General Gas Service Rate 72 for a minimum of one year. 

2. RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
This service is applicable, except for customers served on Rate 66, for 
transportation of natural gas to customer's premise (metered at a single delivery 
point) through Company's distribution facilities. In order to obtain transportation 
service, customer must qualify under an applicable gas transportation service rate; 
meet the general terms and conditions of service provided hereunder; and enter 
into a gas transportation agreement upon request by the Company. 

The transportation services are as follows: 

Small lnterruptible General Gas Trans~ortation Service Rate 81: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point whose average use of natural gas will not exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service, on an interruptible basis, pursuant to Company's 
effective Small lnterruptible General Gas Service Rate 71. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70. 

Larae Interruptible General Gas Transportation Service Rate 82: 
Transportation service is available for all general gas service customers whose 
interruptible natural gas load will exceed an input rate of 2,500,000 Btu per hour, 
metered at a single delivery point, whose average use of natural gas will exceed 
40,000 dk annually, and who, absent the request for transportation service, are 
eligible for natural gas service on an interruptible basis, pursuant to Company's 
effective Large lnterruptible General Gas Service Rate 85. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be treated and billed in accordance with the 
provisions of Firm General Gas Service Rate 70. 
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Rate: 

1 / 

21 

Basic Service Charge: 
Rate 81 $125.00 per month 11 
Rate 82 $200.00 per inonth 21 

In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.453 $0.177 

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
1 CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 
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REQUEST FOR GAS TRANSPORTATION SERVICE: To qualify for gas 
transportation service a customer must request the service pursuant to the 
provisions set forth herein. The service shall be provided only to the extent 
that the Company's existing operating capacity permits. 

MULTIPLE SERVICES THROUGH ONE METER: 
a. In the event customer desires firm sales service in addition to gas 

transportation service, customer shall request such firm volume 
requirements, and upon approval by Company, such firm volume 
requirements shall be set forth in a firm service agreement. For billing 
purposes, the level of volumes so specified or the actual volume used, 
whichever is lower, shall be billed at Rate 70. Volumes delivered in 
excess of such firm volumes shall be billed at the applicable gas 
transportation rate. Customer has the option to install, at their 
expense, piping necessary for separate measurement of sales and 
transportation volumes. 

b. The customer shall pay, in addition to charges specified in the 
applicable gas transportation rate schedule, charges under all other 
applicable rate schedules for any service in addition to that provided 
herein (irrespective of whether the customer receives only gas 
transportation service in any billing period). 

PRIORITY OF SERVICE - Company shall have the right to curtail or interrupt 
deliveries without being required to give previous notice of intention to curtail or 
interrupt, whenever, in its judgment, it may be necessary to do so to protect the 
interest of its customers whose capacity requirements are otherwise and 
hereby given preference. The priority of service and allocation of capacity 
shall be accomplished in accordance with the provisions of Rate 100, §V.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails to 
curtail or interrupt their use of gas hereunder when requested to do so by the 
Company, any gas taken above that received on the customer's behalf, shall 
be billed at the Firm General Gas Service Rate 70 (distribution delivery charge 
and cost of gas), plus either an amount equal to any penalty payments or 
overrun charges the Company is required to make to its interconnecting 
pipeline(s) under the terms of its contract(s) as a result of such failure to curtail 
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or interrupt, or $30.00 per dk of gas used in excess of the volume of gas to 
which customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of gas 
in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

6. NON-DELIVERED VOLUMESIPENALTY: 
a. In the event customer uses more gas than is being delivered to the 

Company's interconnection with the delivering pipeline(s) (receipt 
point), customer shall pay an amount equal to any penalty payments or 
overrun charges the Company is required to make to its interconnecting 
pipeline(s) under the terms of its contract(s) resulting from such action 
by customer. In the event that more than one customer is obtaining 
gas from the same shipper and/or agent at the same receipt point, any 
payment or overrun penalties the Company is required to make shall be 
allocated on a pro rata basis among such customers on the basis of 
each customer's use of gas in excess of available volumes. 

b. In the event the customer's gas is not being delivered to the receipt 
point for any reason and the customer continues to take gas, the 
customer shall be subject to any applicable penalties or charges set 
forth in Paragraph 6.a. Gas volumes supplied by Company will be 
billed at Firm General Service Rate 70 (distribution delivery charge and 
cost of gas). The Company is under no obligation to notify customer of 
non-delivered volumes. 

c. In the event customer's transportation volumes are not available for any 
reason, customer may take interruptible sales service if such service is 
available. The availability of interruptible sales service shall be 
determined at the sole discretion of the Company. 

7. ELECTION OF SERVICE - Prior to the initiation of service hereunder, the 
customer shall make an election of its requirements under each applicable rate 
schedule for the entire term of service. If mutually agreed to by the Company 
and customer, the term of service may be amended. Upon expiration of 
service, the customer may apply for and receive, at the sole discretion of the 
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Company, gas service under the appropriate sales rate schedule for the 
customer's operations. 

8. RECONNECTION FEE - Transportation customers who cease service and 
then resume service within the succeeding 12 months shall be subject to a 
reconnection charge as specified in Rate 100, !$/. 18. 

9. BALANCING: 
a. To the extent practicable, customer and Company agree to the daily 

balancing of volumes of gas received and delivered on a thermal basis. 
Such balancing is subject to the customer's request and the Company's 
discretion to vary scheduled receipts and deliveries within existing 
Company operating limitations. If, at the end of a billing month, the 
accumulated difference between actual gas deliveries to the customer 
and nominated (scheduled) receipts on behalf of such customer exceeds 
4% of that month's scheduled receipts, resulting in a negative imbalance 
(i.e., deliveries exceed scheduled receipts), the customer will be 
assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, the customer shall then be billed, in addition to the 
applicable transportation rate, a penalty for the under nominated volume 
exceeding 4% at the Firm General Gas Service Rate 70 (distribution 
delivery charge and cost of gas). The accumulated difference between 
the actual gas deliveries to the customer and nominated (scheduled) 
receipts on behalf of such customer will be adjusted for the volume on 
which a penalty was imposed. If, at the end of a billing month, the 
accumulated difference between nominated (scheduled) receipts on 
behalf of such customer and actual gas deliveries to the customer 
exceeds 4% of that month's scheduled receipts, resulting in a positive 
imbalance (i.e., scheduled receipts exceed deliveries), the customer will 
be assessed a balancing charge, set forth herein, on the imbalance 
exceeding 4%. If such imbalance is not eliminated by the end of the next 
monthly billing period, (1) the Company may adjust the volume of gas 
received on behalf of the customer so as to eliminate the prior period 
over nomination exceeding 4% up to 10% and (2) the Company shall 
retain the over nomination of gas exceeding 10% free and clear of any 
adverse claims relating thereto when such accumulated difference 
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exceeds 50 dk. The accumulated difference between the actual gas 
deliveries to the customer and nominated (scheduled) receipts on behalf 
of such customer will be adjusted for the volume retained. 

b. In the event customer's imbalance causes the Company to incur a 
balancing penalty from its interconnecting pipeline(s), customer shall pay 
any penalty payments or overrun charges the Company is required to 
make under the terms of its contract(s) with interconnecting pipeline(s) 
resulting from such action by customer. In the event that more than one 
customer is obtaining gas from the same shipper and/or agent at the 
same interconnection with a delivering pipeline, any payment or overrun 
penalties the Company is required to make shall be apportioned among 
such customers on the basis of each customer's contribution toward the 
imbalance. 

c. Customer's nominations made to clear imbalances will be subject to the 
priority of service and allocation of capacity provisions set forth in Rate 
100, §V.lO, and the penalties for failure to curtail or interrupt use of gas 
set forth in Paragraph 5 of this rate schedule. 

d. Termination of the gas transportation service shall not relieve Company 
and customer of the obligation to correct any quantity imbalances 
hereunder or customer of the obligation to pay money due hereunder to 
Company. 

e. The Company may waive any penalty associated with Company 
adjustments to end-use customer nominations in those instances where 
the Company, due to operating limitations, is required to adjust end-use 
transportation customer nominations and such Company adjustments 
create a penalty situation, or preclude a customer from correcting an 
imbalance which results in a penalty. 

10. NOMINATION VARIANCE CHARGE - The customer shall pay, any payments 
the Company must make to its interconnecting pipeline(s), as a result of 
nomination variance penalties caused by customer's nomination variances. 
Such penalties will be allocated on the basis of each customer's contribution 
toward the nomination variance. 
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1 1. METERING REQUIREMENTS Remote data acquisition equipment required 
by the Company for daily measurement will be purchased and installed by the 
Company prior to the initiation of service hereunder. The cost of the 
equipment and its installation shall be paid for by the customer. Such 
contribution in aid, as adjusted for federal income taxes, shall be paid prior to 
the installation of such equipment unless otherwise agreed to by the Company. 
Such equipment will be maintained by the Company and will remain the sole 
property of the Company. Company may remove such equipment when 
service hereunder is terminated. The customer shall provide and maintain, at 
no cost to Company, a 120 volt, 15 ampere, AC power supply or other power 
source acceptable to the Company and acceptable telephone service at 
customer's meter location(s). Customer agrees to provide and maintain, at no 
cost to the Company, any necessary telephone enhancements to assure 
Company of a quality telephone signal necessary to properly transmit data. 
The customer shall pay all charges for continuous electric and telephone 
service associated with the Company's connection of the remote data 
acquisition equipment, and any interruption in such services must be promptly 
remedied or service under this tariff will be suspended until satisfactory 
corrections have been made. 

12. DAILY NOMINATION REQUIREMENTS: 
a. Customer or customer's shipper andlor agent shall advise Company's 

gas nominations center, by 11:30 a.m. Central Clock Time, of the dk 
requirements customer has requested to be delivered at each delivery 
point during the following day. Customer's daily nomination shall be its 
best estimate of the expected utilization for the gas day. Unless other 
arrangements are made, customer will be required to nominate for the 
non-business days involved prior to weekends and holidays. 

b. All nominations should include shipper andlor agent defined begin and 
end dates. Shippers and/or agents may nominate for periods longer than 
1 day, provided the nomination begin and end dates are within the term 
of the service agreement. 

c. The Company has the sole right to refuse receipt of any volumes which 
exceed the maximum daily contract quantity and at no time shall the 
Company be required'to accept quantities of gas for a customer in 
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excess of the quantities of gas to be delivered to customer. If total 
nominated receipts exceed total deliveries at receipt points where more 
than one customer is receiving service, nominations will be allocated on a 
pro rata basis. At no time shall Company have the responsibility to deliver 
gas in excess of customer's nomination. 

d. In the event that more than one customer is receiving gas from the same 
shipper and/or agent at the same receipt point, any reduction in 
nominated volumes will be allocated on a pro rata basis, unless 
Company and shipper(s) and/or agent(s) have agreed to a predetermined 
allocation procedure. 

WARRANTY - The customer, customer's agent, or customer's shipper 
warrants that it will have title to all gas it tenders or causes to be tendered to 
the Company, and such gas shall be free and clear of all liens and adverse 
claims and the customer, customer's agent, or customer's shipper shall 
indemnify the Company against all damages, costs, and expenses of any 
nature whatsoever arising from every claim against said gas. 

FACILITY EXTENSIONS - If facilities are required in order to furnish gas 
transportation service, and those facilities are in addition to the facilities 
required to furnish firm gas service, the customer shall pay for those additional 
facilities and their installation in accordance with the Company's applicable 
natural gas extension policy. Company may remove such facilities when 
service hereunder is terminated. 

PAYMENT - Billed amounts will be considered past due if not paid by the due 
date shown on the bill. Past due bills are subject to a late payment charge in 
accordance with the provisions of Rate 100, §V.11, or any amendment or 
alterations thereto. 

BILLING ERROR - In the event an error is discovered in any bill that the 
Company renders to customer, such error shall be adjusted within a period not 
to exceed 6 months from the date the billing error is first discovered. 

AGREEMENT - Upon request of the Company, customer may be required to 
enter into an agreement for service hereunder. 
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18. RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the 
initiation of service under this rate schedule based on the availability of gas supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$1 50.00 per month 

$0.177 per dk 
$0.090 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 
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Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

General Terms and Conditions: 
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be 

subject at all times to the prior demands of customers served on the 
Company's firm general gas service rates. Customers taking service 
hereunder agree that the Company without prior notice shall have the right 
to curtail or interrupt such service whenever, in Company's sole judgment, 
it may be necessary to do so to protect the interest of its customers whose 
capacity requirements are otherwise and hereby given preference. The 
priority of service and allocation of capacity shall be accomplished in 
accordance with the provisions of Rate 100, gV.10. 

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails 
to curtail or interrupt their use of gas hereunder when requested to do so 
by the Company any gas taken shall be billed at the Firm General Gas 
Service Rate 70 (distribution delivery charge and cost of gas), plus either 
an amount equal to any penalty payment(s) or overrun charges the 
Company is required to make to its interconnecting pipeline(s) under the 
terms of its contract(s) as a result of such failure to curtail or interrupt, or 
$30.00 per dk of gas used in excess of the volume of gas to which 
customer was requested to curtail or interrupt, whichever amount is 
greater. The Company, in its discretion, may shut off customer's supply of 
gas in the event of customer's failure to curtail or interrupt use of gas when 
requested to do so by the Company. 

3. AGREEMENT - Upon request of the Company, customer may be required 
to enter into an agreement for service hereunder. If mutually agreed to by 
the Company and customer, the term of service reflected in such 
agreement may be amended. Upon expiration of service, the customer 
may apply for and receive, at the sole discretion of the Company, gas 
service under another appropriate rate schedule for the customer's 
operations. 
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4. OBLIGATION TO NOTIFY COMPANY OF CHANGE IN DAILY 
OPERATIONS - Customer will be required as specified in the service 
agreement to notify Company of an anticipated change in daily operations. 
Failure to comply with requirements specified in the service agreement 
may result in the assessment of penalties to the customer equal to the 
penalty amounts Company must pay to the interconnecting pipeline caused 
by customer's action. 

5. METERING REQUIREMENTS - Remote data acquisition equipment 
required for daily measurement will be installed by the Company, at its sole 
discretion, prior to the initiation of service hereunder. 

The customer shall be required to provide and maintain, at no cost to 
Company, a 120 volt, 15 ampere, AC power supply, or other power source 
acceptable to the Company, and acceptable telephone service available at 
customer's meter location(s). Customer agrees to provide and maintain, at 
no cost to the Company, any necessary telephone enhancements to 
assure company of a quality telephone signal necessary to properly 
transmit data. The customer shall pay all charges for continuous electric 
and telephone service associated with the Company's connection of the 
remote data acquisition equipment, and any interruption in such services 
must be promptly remedied or service under this tariff will be suspended 
until satisfactory corrections have been made. 

The Company reserves the right to charge for each service call to 
investigate, repair and/or reprogram the Company's remote data 
acquisition equipment when the service call is the result of a failure or 
change in communication or power source provided by customer or 
damage to Company's equipment. 

6. RULES - The foregoing schedule is subject to Rates 100 through 134 and 
any amendments or alterations thereto or additional rules and regulations 
promulgated by the Company under the laws of the state. 
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APPLICABILITY: 
This rate schedule represents a Distribution Delivery Stabilization Mechanism 
(DDSM) and specifies the procedure to be utilized to correct for the overlunder 
collection of distribution delivery charge revenues due to weather fluctuations 
during the period from October 1 through April 30. Service provided under the 
Company's Residential Rate 60 and Firm General Service Rate 70 shall be 
subject to decreases or increases under the DDSM. 

DISTRIBUTION DELIVERY STABILIZATION MECHANISM: 
A DDSM will be determined for each customer taking service under Residential 
Service Rate 60 and Firm General Service Rate 70 beginning with the first billing 
cycle starting November 1 through the billing cycle ending May 1. The DDSM 
adjustment will be applied as a surcharge or credit on all rate schedules to which 
the DDSM is applicable. 

DDSM ADJUSTMENT CALCULATION: 
The DDSM Adjustment shall be determined for each customer taking service 
under Residential Rate 60 or Firm General Service Rate 70. In order to calculate 
the respective DDSM adjustment, the ratio of the normal HDDs as compared to the 
actual HDDs will be determined and multiplied by the temperature sensitive 
consumption per customer per HDD, as determined in the most recent general rate 
case. The resulting product shall be multiplied by the applicable Distribution 
Delivery Charge rate per dk. 

Where: 
DDSMi = Distribution Delivery Stabilization Adjustment 
i = Customer served under Rate Schedule 60 or 70 
Ri = Applicable Distribution Delivery Charge per dk 
DDFi = Temperature sensitive use per customer 
NDD = Normal degree days for the applicable bill cycle 
ADD = Actual heating degree days for the applicable bill cycle 
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- The average of the daily high and low temperatures as 
reported by the National Weather Service station located at 
the Rapid City Regional Airport subtracted from 65 degrees 
Fahrenheit. 

- The heating degree days based on the 30-year average for 
the period 1970-2000. 

- Customer's actual use less the base use per customer per 
day, denoted below, multiplied by days in the billing period. 
Residential (Rate Code 600 and 601)=0.0630 DklDegree Day 
Firm General (Rate Code 700) = 0.0929 DWDegree Day 
Firm General (Rate Code 701) = 1.2728 DWDegree Day 

- The actual degree days reported by the National Weather 
Service Station located at the Rapid City Regional Airport. 
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1. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision 
and specifies the procedure to be utilized to adjust the rates for gas sold under 
Montana-Dakota's rate schedules, with the exception of General Service Rate 
66, in order to reflect: (a) changes in Montana-Dakota's average cost of gas 
supply and (b) amortization of the Unrecovered Purchased Gas Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the first day 

of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of gas 
supply only when the amount of change in such PGA is at least 10 (ten) cents 
per dk compared to the currently effective adjustment. The adjustment to be 
effective May 1 shall be filed each year, regardless of the amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas supply 

as compared to the cost of gas supply approved in its most recent PGA. The 
cost of gas supply shall be the sum of all costs incurred in obtaining gas for 
general system supply. General system supply is defined as gas available for 
use by all customers served under retail sales rate schedules excluding Rate 
66. The cost of gas supply shall include, but not be limited to, all demand, 
commodity, storage, gathering, and transportation charges incurred by 
Montana-Dakota for such gas supply, the overall rate of return on prepaid 
demand and commodity charges and gas storage balances required to maintain 
the system gas supply and hedging program gains, losses and transaction costs 
related to system gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand costs shall include all annual gathering, transportation and 
storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation and 
storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas costs 
estimated to be in effect for the month the PGA will be in effect and 
annual dk requirements. 

(4) The return on prepaid demand and commodity balances and storage 
balances shall be computed on an annual basis at the overall rate of 
return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, weather 
normalized dk deliveries for the most recent twelve month period adjusted to reflect 
losses. 

(c) Monthly gas costs shall be calculated as follows: 

(1) Demand costs shall be apportioned to all state jurisdictions served by 
Montana-Dakota on the basis of the overall ratio of each state's Maximum 
Daily Delivery Quantity (MDDQ). 

(2) Demand costs for large interruptible sales customers shall be stated on a 
100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition of 
gas for general system supply shall be apportioned to each state on the 
basis of total dks sold in each state, regardless of the actual points of 
delivery of such gas. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances shall be included on a per dk basis. 
The prepaid demand and storage balances shall be apportioned to all 
states on the basis of each state's MDDQ. The prepaid commodity 
charges shall be apportioned to all states on the basis of annual dks sold 
in each state. The unit cost shall be calculated using a thirteen month 
average balance and the currently authorized return on rate base. 
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(5) All costs related to specific end-use transactions shall not be included in 
the cost of gas supply determination but shall be directly billed to the 
customer(s) contracting for such service. 

(d) The PGA shall be applied to each of Montana-Dakota's rate schedules 
excluding Rate 66, recognizing differences among customer classes consistent 
with the cost of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
All sales rate schedules shall be subject to a Surcharge Adjustment to be 
effective on May 1 of each year. The Surcharge Adjustment per dk sold shall 
reflect amortization of the applicable balance in the Unrecovered Purchased 
Gas Cost Account calculated by dividing the applicable balance by the 
estimated dk sales for the twelve months following the effective date of the 
adjustment. 

5. Unrecovered Purchase Gas Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

(1) Charges for gas supply which Montana-Dakota is unable to reflect in a 
Purchased Gas Cost Adjustment by reason of the ten cent minimum 
limitation set forth in Subsection 2(b). 

(2) Amounts of increasedldecreased charges for gas supplies which were 
paid during any period after the effective date of the most recent general 
rate case, but not yet included in sales rates. 

(3) Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased Gas 
Cost Account. 

(4) Carrying charges or credits as determined in Section 5(b)(2). 

(5) Demand costs recovered from the large interruptible sales customers will 
be credited to the residential, firm general service and small interruptible 
customers. 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas Cost 
Account in order to reflect the items specified in Subsections 5(a)(l), (2), 
and (3) shall be calculated as follows: 

(0 

(ii) 

(iii) 

Montana-Dakota shall first determine each month the unit cost for 
that month's natural gas supply as adjusted to levelize demand 
charges. 

Such adjustment to levelize supplier(s) demand charges shall be 
calculated as follows: 

The suppliers' annual (calendar or fiscal) demand charges, which 
are payable in equal monthly payments, shall be accumulated in a 
prepaid account (FERC Account 165). Each month a portion of 
such accumulated prepaid amount shall be amortized to cost of 
natural gas purchased (FERC Account 804). Such monthly 
amortization shall be based on a rate calculated by dividing the 
annual supplier(s) demand charges by projected annual natural 
gas sales units (calendar or fiscal, as appropriate). The resulting 
product shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute the 
monthly amortization of prepaid supplier(s) demand charges to cost 
of natural gas supply. 

Montana-Dakota shall then subtract from each month's unit cost 
the unit cost for gas supply which is reflected in the currently effec- 
tive PGA. 

The resulting difference (which may be positive or negative) shall 
be multiplied by the dks sold during that month under each rate 
schedule. The resulting amounts shall be reflected in an 
Unrecovered Purchased Gas Cost Account for each rate schedule. 
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(2) Montana-Dakota will calculate carrying charges on the amounts in the 
Unrecovered Purchased Gas Cost Account, Account 191, at the rate of 
interest for a three-month Treasury Bill as published monthly by the 
Federal Reserve Board for the preceding month. The amount to be 
included in Account 191 for carrying charges shall be determined as 
follows: each month, Account 191 shall be debited (if the balance in said 
account is a debit balance) and shall be credited (if the balance in said 
account is a credit balance) for a carrying charge, which shall be the 
product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the immediately 
preceding month, exclusive of carrying charges accrued pursuant 
to this Subsection (b)(2) and net of the related deferred tax 
amounts in Accounts 283 or 190, as appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in a 
supplementary Unrecovered Purchased Gas Cost Account for each 
rate schedule, and carrying charges shall not be computed on the 
amounts in such supplementary account. 

Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

The amounts in the Unrecovered Purchased Gas Cost Account shall be 
decreased each month by an amount determined by multiplying the 
currently effective surcharge adjustment included in rates for that month 
(as calculated in Section 4) by the dks sold during that month under 
each rate schedule excluding Rate 66. The account shall be increased 
in the event the adjustment is a negative amount. 

The amount amortized each month shall be applied pro rata between the 
amounts in the Unrecovered Purchased Gas Cost Account specified in 
Subsections 5(a)(l), (2), (3) and (5) and the amounts in the 
supplementary Unrecovered Purchased Gas Cost Account specified in 
Subsection 5(a)(4). 
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6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting currently 
effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly show 
the derivation of the relevant amounts. 
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I. Applicability: 
This rate schedule constitutes a purchased gas cost adjustment (PGA) provision 
and specifies the procedure to be utilized to adjust the rates for gas sold under 
General Services Rate 66 in order to reflect: (a) changes in Montana-Dakota's 
average cost of gas supply and (b) amortization of the Unrecovered Purchased 
Gas Cost Account. 

2. Effective Date and Limitation on Adjustments: 
(a) The effective dates of the PGA shall be bills rendered on and after the first 

day of each month, unless the Commission shall otherwise order. 

(b) Montana-Dakota shall file a PGA to reflect changes in its average cost of 
gas supply only when the amount of such change in PGA is at least 10 
(ten) cents per dk compared to the currently effective adjustment. The 
adjustment to be effective May 1 shall be filed each year, regardless of the 
amount of the change. 

3. Purchased Gas Cost Adjustment: 
(a) The monthly PGA shall reflect changes in Montana-Dakota's cost of gas 

supply for the East River System as compared to the cost of gas supply 
approved in its most recent PGA. The cost of gas supply shall be the sum 
of all costs incurred in obtaining gas for delivery at interconnections with 
South Dakota Intrastate Pipeline (SDIP). The East River System supply is 
defined as gas available for use by all customers served under General 
Services Rate 66. The cost of gas supply shall include, but not be limited 
to, all demand, commodity, storage, gathering, and transportation charges 
incurred by Montana-Dakota for such gas supply, the overall rate of return 
on prepaid demand and commodity charges and gas storage balances 
required to maintain the East River System gas supply and hedging 
program gains, losses and transaction costs related to the East River 
System gas supply. 

(b) The PGA shall be computed as follows: 

(1) Demand Costs, if applicable, shall include all annual gathering, 
transportation and storage demand charges at current rates. 
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(2) Commodity costs shall include all annual gathering, transportation 
and storage charges at current rates. 

(3) The gas commodity cost shall reflect all commodity related gas 
costs estimated to be in effect for the month the PGA will be in 
effect and annual dk requirements. 

(4) The return on prepaid demand and commodity balances and 
storage balances, if applicable, shall be computed on an annual 
basis at the overall rate of return on rate base. 

The cost per dk for the month is the sum of the above divided by annual, 
weather normalized dk deliveries for the most recent twelve-month period 
adjusted to reflect losses. 

(c) Monthly gas costs shall be calculated as follows: 
(I) Demand costs if applicable, shall be apportioned to all state 

jurisdictions served by Montana-Dakota on the basis of the overall 
ration of each state's Maximum Daily Delivery Quantity (MDDQ). 

(2) Demand costs for interruptible and specified contract service 
customers shall be stated on a 100% load factor basis. 

(3) All commodity costs and other costs associated with the acquisition 
of gas for the East River System Supply. 

(4) The return requirement related to prepaid demand and commodity 
charges and gas storage balances, if applicable, shall be included 
on a per dk basis. The prepaid demand and storage balances shall 
be apportioned to all states on the basis of each state's MDDQ. 
The prepaid commodity charges shall be apportioned to all states 
on the basis of annual dk's sold in each state. The unit cost shall 
be calculated using a thirteen month average balance and the 
currently authorized return on rate base. 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4' Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
Original Sheet No. 30.2 

Canceling Vol. 1 3rd Rev. Sheet No. 30.2 
EAST RIVER NATURAL GAS SYSTEM 
PURCHASED GAS COST ADJUSTMENT Rate 89 

Page 3 of 6 

(5) All costs related to specific end-use transactions shall not be 
included in the cost of gas supply determination but shall be directly 
billed to the customer(s) contracting for such service. 

(d) The PGA shall be applied to General Services Rate 66, if applicable, 
recognizing differences among customer classes consistent with the cost 
of gas supply included in the applicable class sales rate. 

4. Surcharge Adjustment: 
General Services Rate 66 shall be subject to a Surcharge Adjustment to 
be effective on May I of each year. The Surcharge Adjustment per dk 
sold shall reflect amortization of the applicable balance in the 
Unrecovered Purchased Gas Cost Account calculated by dividing the 
applicable balance by the estimated General Services Rate 66 dk sales 
for the twelve months following the effective date of the adjustment. 

5. Unrecovered Purchased Gas Cost Account: 
(a) Items to be included in the Unrecovered Purchased Gas Cost Account, as 

calculated in accordance with Subsection 5(b) are: 

Charges for gas supply which Montana-Dakota is unable to reflect 
in a Purchased Gas Cost Adjustment by reason of the ten cent 
minimum limitation set forth in Subsection 2(b). 

Amounts of increasedldecreased charges for gas supplies which 
were paid during any period after the effective date of the most 
recent general rate case, but not yet included in the East River 
System sales rates. 

Refunds received from supplier(s) with respect to gas supply. Such 
refunds received shall be credited to the Unrecovered Purchased 
Gas Cost Account. 

Carrying charges or credits as determined in Section 5(b)(2). 
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(b) (1) The amount to be included in the Unrecovered Purchased Gas Cost 
Account in order to reflect the items specified in Subsections 
5(a)(l), (2), and (3) shall be calculated as follows: 

(i) Montana-Dakota shall first determine each month the unit 
cost for that month's natural gas supply as adjusted to 
levelize demand charges, if applicable. Such adjustment to 
levelize supplier(s) demand charges shall be calculated as 
follows: 

The suppliers' annual (calendar or fiscal) demand charges, 
which are payable in equal monthly payments, shall be 
accumulated in a prepaid account (FERC Account 165). 
Each month a portion of such accumulated prepaid amount 
shall be amortized to cost of natural gas purchased (FERC 
Account 804). 

Such monthly amortization shall be based on a rate 
calculated by dividing the annual supplier(s) demand 
charges by projected annual natural gas sales units 
(calendar or fiscal, as appropriate). The resulting product 
shall then be multiplied by the projected natural gas unit 
sales for the current month. Such amount shall constitute 
the monthly amortization of prepaid supplier(s) demand 
charges to cost of natural gas supply. 

(ii) Montana-Dakota shall then subtract from each month's unit 
cost the unit cost for gas supply which is reflected in the 
currently effective PGA. 
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(iii) The resulting difference (which may be positive or negative) 
shall be multiplied by the dks sold during that month under 
General Services Rate 66. The resulting amounts shall be 
reflected in an Unrecovered Purchased Gas Cost Account 
for each rate schedule. 

(2) Montana-Dakota will calculate carrying charges on the amounts in 
the Unrecovered Purchased Gas Cost Account, Account 191, at the 
rate of interest for a three-month Treasury Bill as published monthly 
by the Federal Reserve Board for the preceding month. The 
amount to be included in Account 191 for carrying charges shall be 
determined as follows: each month, Account 191 shall be debited 
(if the balance in said account is a debit balance) and shall be 
credited (if the balance in said account is a credit balance) for a 
carrying charge, which shall be the product of (i) and (ii) below: 

(i) The balance in Account 191 as of the end of the 
immediately preceding month, exclusive of carrying charges 
accrued pursuant to this Subsection (b)(2) and net of the 
related deferred tax amounts in Accounts 283 or 190, as 
appropriate. 

(ii) One-twelfth of the annual interest rate as set forth in this 
Subsection (b)(2). The carrying charges shall be accrued in 
a supplementary Unrecovered Purchased Gas Cost Account 
for each rate schedule, and carrying charges shall not be 
computed on the amounts in such supplementary account. 

(c) Reduction of Amounts in the Unrecovered Purchased Gas Cost Account: 

(1) The amounts in the Unrecovered Purchased Gas Cost Account 
shall be decreased each month by an amount determined by 
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multiplying the currently effective surcharge adjustment included in 
rates for that month (as calculated in Section 4) by the dks sold 
during that month under General Services Rate 66. The account 
shall be increased in the event the adjustment is a negative 
amount. 

(2) The amount amortized each month shall be applied pro rata 
between the amounts in the Unrecovered Purchased Gas Cost 
Account specified in Subsections 5(a)(l), (2), (3) and the amounts 
in the supplementary Unrecovered Purchased Gas Cost Account 
specified in Subsection 5(a)(4). 

6. Time and Manner of Filing: 
(a) Each filing by Montana-Dakota shall be made by means of revised PGA 

sheets identifying the amounts of the adjustments and the resulting 
currently effective PGA rates. 

(b) Each filing shall be accompanied by detailed computations which clearly 
show the derivation of the relevant amounts. 
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Most Comparable 
Execution Reaular Tariff 

and 
Name and Location Type or Class Expiration Schedule Contract 

of Customer of Service Dates No. Differences 

Morris, Inc. Firm 05-1 0-01 Rate 66 Rate 
Commercial To 

11-16-11 

Merillat Corporation Firm 11-01-03 Rate 70 Rate 
Commercial To 

10-31 -04 
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1. 

II. 

PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not covered 
herein. They are intended to ensure adequate service to the public and protect the 
Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT - The party authorized by the transportation service customer to act on that 
customer's behalf. 

APPLICANT - A  customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. 

COMPANY'S OPERATING CONVENIENCE -The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service deemed 
necessary by the Company. Also includes any reduction of transportation natural 
gas service deemed necessary by the pipeline. 
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CUSTOMER -Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by Company at one location and at one 
point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT - The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A  family or a group of people who live together. 

INDEBTED HOUSEHOLD - A group of people living together among whom there is 
one who is indebted to a gas utility for service provided previously to the residence 
for which service is now sought. 

INTERRUPTION - A  cessation of transportation or retail natural gas service 
deemed necessary by Company. 

NOMINATION -The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public, and any rules, regulations, practices or contracts affecting any such 
compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT -The intertie between Company and the interconnecting 
pipeline(s) at which point Company assumes custody of the gas being transported. 

SHIPPER - The party with whom the Pipeline has entered into a service agreement 
for transportation services. 
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Ill. CUSTOMER OBLIGATIONS: 
1. APPLICATION FOR SERVICE - A  customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse a customer or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any customer who uses gas ser- 
vice in the absence of application or contract shall be subject to the Company's 
rates, rules, and regulations and shall be responsible for payment of all service 
used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The customer 
will be responsible for payment of all service furnished through the date of 
discontinuance. 

Any customer may be asked to make a deposit as required. 

2. INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates for all gas utilization equipment. Where system design 
capacity permits, such customers may be served on a firm basis. Where 
system design capacity is limited, and at Company's sole discretion, Company 
will serve all such new customers on an interruptible basis only. Architects, 
contractors, heating engineers and installers, and all others should consult with 
the Company before proceeding to design, erect or redesign such installations 
for the use of natural gas. This will insure that such equipment will conform to 
the Company's ability to adequately serve such installations with gas. 
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3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

4. COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

5. INTERFERENCE WITH COMPANY PROPERTY - The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
Company's meters or other property or permit same to be done by other than 
the Company's authorized employees or representatives. 

6. RELOCATED LINES -Where Company facilities are located on a public or 
private utility easement and customer erects or installs a building, over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

7. NOTIFICATION OF LEAKS -The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

8. TERMINATION OF GAS SERVICE -All customers are required.to notify the 
Company, to prevent their liability for service used by succeeding tenants, when 
vacating their premises. Upon receipt of such notice, the Company will read the 
meter and further liability for service used on the part of the vacating customer 
will cease. 

9. REPORTING REQUIREMENTS - Customer shall furnish Company all informa- 
tion as may be required or appropriate to comply with reporting requirements of 
duly constituted authorities having jurisdiction over the matter herein. 
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IV. LIABILITY: 
1. CONTINUITY OF SERVICE - The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the supply 
or use of gas or from the presence or operation of the Company's structures, 
equipment, lines, appliances or devices on the customer's premises, except 
loss, injuries, death, or damages resulting from the negligence of the 
Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
Company agrees to indemnify and hold customer harmless from any and all 
injury, death, loss or damage resulting from Company's negligent or wrongful 
acts under and during the term of service. 

FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 
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causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in Company's possession by an event of 
force majeure, the obligations of the parties shall terminate with respect to the 
volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, lightning, 
earthquakes, fires, storms, floods, washouts, arrest and restraint of rulers and 
peoples, civil disturbances, explosions, breakage or accident to machinery or 
lines of pipe, line freeze-ups, sudden partial or sudden entire failure of gas 
supply, failure to obtain materials and supplies due to governmental 
regulations, and causes of like or similar kind, whether herein enumerated or 
not, and not within the control of the party claiming suspension, and which by 
the exercise of due diligence such party is unable to overcome; provided that 
the exercise of due diligence shall not require settlement of labor disputes 
against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

2. RATE OPTIONS -Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in twelve 
months unless there is a material change in the customer's load which alters 
the availability andlor applicability of such rate(s), or unless a change 
becomes necessary as a result of an order issued by the Commission or a 
court having jurisdiction. The Company will not be required to make any 
change in a fixed term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living quarters, 
designed for occupancy by one family. Typical service would include the 
following: separately metered units, such as single private residences, 
single apartments, mobile homes and sorority and fraternity houses (this is 
not an all-inclusive list). In addition, auxiliary buildings on the same 
premise as the living quarters, used for residential purposes, or for the 
producing operations of a farm or ranch, may be served on the residential 
rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is not 
an all-inclusive list). 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by Company to facilitate transportation 
service. Company will inform customer of any changes in dispatching policies 
that may affect transportation services as they occur. 

5. RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.'s 
offices. 

6. CONSUMER DEPOSITS -The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
commission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance which the customer owes the 
Company. Upon termination of a guarantee contract a new contract or a 
cash deposit may be required by the Company. 

c. The customer may in lieu of a deposit be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination 
provided all billings for service have been paid. Deposits with interest will 
be refunded to all active customers, after the deposit has been held for 
twelve months, provided satisfactory credit has been established. 
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7. METERING AND MEASUREMENT: 
a. Company will meter the volume of natural gas delivered to customer at the 

delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to Company before transportation 
service is implemented. 

8. MEASUREMENT UNIT FOR BILLING PURPOSES -The measurement unit 
for billing purposes shall be one ( I )  decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 
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9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one ( I )  cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Su~ercom~ressibilitv Factors 
for Natural Gas published by the American Gas Association, Inc., copyright 
1955, as amended or superseded. Where gas is measured with electronic 
correcting instruments at pressures greater than local sales base, 
supercompressibility will be calculated in the corrector using AGA-3INX-19, as 
amended, supercompressiblity calculation. Supercompressibility factor 
adjustments will be waived on monthly billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from Highest to Lowest: 
a. Priority 1 - Firm sales service. 
b. Priority 2 - Small interruptible sales and small interruptible 

transportation services at the maximum rate on a pro rata basis. 
c. Priority 3 - Large interruptible sales and large interruptible 

transportation services at the maximum rate on a pro rata basis. 
d. Priority 4 - Small interruptible sales and small interruptible 

transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

e. Priority 5 - Large interruptible sales and large interruptible 
transportation services at less than the maximum rate from the 
highest rate to the lowest rate and on a pro rata basis where equal 
rates are applicable among customers. 

f. Priority 6 - Gas scheduled to clear imbalances. 
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Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 

Montana-Dakota reserves the right to provide service to customers with a 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

LATE PAYMENT -Amounts billed will be considered past due if not paid 
by the due date shown on the bill. An amount equal to 1 % per month will 
be applied to any unpaid balance existing at the immediate subsequent 
billing date, provided however, that such amount shall not apply where a 
bill is in dispute or a formal complaint is being processed. All payments 
received will apply to the customer's account prior to calculating the late 
payment charge. Those payments applied shall satisfy the oldest portion 
of the bill first. 

RETURNED CHECK CHARGE - A  charge of $20.00 will be collected by 
the Company for each check charged back to the Company by a bank. 

TAX CLAUSE - In addition to the charges provided for in the gas tariffs of 
the Company, there shall be charged pro rata amounts which, on an 
annual basis, shall be sufficient to yield to the Company the full amount of 
any sales, use or excise taxes, whether they be denominated as license 
taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility 
operations therein. 

The charges to be added to the customers' service bills under this clause 
shall be limited to the customers within the corporate limits of the 
municipality, political subdivision or other entity imposing the tax. 
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14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosions calls. 

2. Investigate hazardous condition on customer premises, such as 
gas leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the 
customer's premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 

2. Lighting pilots, inspecting, and adjusting gas equipment in 
connection with establishing service when working cut-in orders. 

3. High bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned 
gas service lines for contractors, builders, plumbers, etc. 

5. Service calls for routine cut-ins, when the order is received prior to 
12:OO P.M. on a regular work day will be considered as non- 
chargeable regardless if work is performed outside of normal 
working hours. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS 
HOURS - For service requested by customers after the Company's 
normal business hours, a charge will be made for labor at standard 
overtime service rates and material at retail prices. 

Customers requesting service after the Company's normal business hours 
will be informed of the after hour service rate and encouraged to have the 
service performed during normal business hours. 
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NOTICE TO DISCONTINUE GAS SERVICE -Customers desiring to have 
their gas service discontinued shall notify the Company during regular 
business hours, one business day before service is to be disconnected. 
Such notice shall be by letter, personal visit or telephone call to the 
Company's local business office, in communities in which an office is 
maintained. In other communities such notice shall be given to the 
Company's representative who services the community or to the nearest 
business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A 
customer requesting a temporary meter installation and service will be 
charged on the basis of direct costs incurred by the Company. 

RECONNECTION FEE FOR SEASONAL OR TEMPORARY 
CUSTOMERS - A customer who requests reconnection of service, at a 
location where same customer discontinued the same service during the 
preceding 12-month period will be charged the Basic Service Charge 
applicable during the period service was not being used or a minimum of 
$30.00 during normal business hours. The minimum will be based on 
standard overtime rates for reconnecting service after normal business 
hours. 

Transportation customers who cease service and then resume service 
within the succeeding 12 months shall be subject to a reconnection 
charge of $160.00 whenever reinstallation of the remote data acquisition 
equipment is necessary. 

DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS -All 
amounts billed for service are due when rendered and will be considered 
delinquent if not paid by due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the 
Commission. The Company may collect a fee of $25.00 before restoring 
gas service which has been disconnected for nonpayment of service bills 
during normal business hours. Standard overtime rates will apply for 
services performed after normal business hours. 
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20. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS -The Company reserves the right to 
discontinue service for any of the following reasons: 

a. In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

b. In the event of tampering with the equipment furnished and owned 
by the Company. 

c. For violation of or noncompliance with the Company's rules on file 
with the Commission. 

d. For failure of the customer to fulfill the contractual obligations 
imposed as conditions of obtaining service. 

e. For refusal of reasonable access to property to the agent or 
employee of the Company for the purpose of inspecting the facilities 
or for testing, reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any 
delay on the part of the Company in exercising such rights, or omission of 
any action permissible hereunder, shall not be deemed a waiver of its 
rights to exercise same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation 
with civil authorities, or fraudulent use, tampering with or destroying 
Company facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 
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20. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is 
defined as any deliberate interference or tampering with a Company meter, 
pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service includes reconnection of service, that has been 
terminated, without the Company's consent. 

a. Types of unauthorized use of service includes, but is not limited to, 
tampering or unauthorized reconnection by the following methods: 

I. Bypass piping around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disengaged or removed. 
5. Service or equipment tampered with or piping connected ahead of 

meter. 
6. Tampering with meter or pressure regulator that affects the 

accurate registration of gas usage. 
7. Gas being used after service has been discontinued by the 

Company. 
8. Gas being used after service has been discontinued by the 

Company as a result of a new customer turning gas on without the 
proper connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1 Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts 
being charged for similar services, equipment, facilities and labor by 
the Company. 
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c. Reconnection of Service: 
Customer service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with Company's rules and conditions of service, and paid 
any service charges which are due, including: 

1. All delinquent bills, if any; 
2. The amount of any Company revenue loss attributable to said 

unauthorized use of service; 
3. Expenses incurred by the Company in replacing or repairing the 

meter or other appliance, costs incurred in preparation of the bill, 
and costs outlined in paragraph b. above; 

4. Reconnection fee applicable; and 
5. A Cash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with §V, paragraph 6 
CONSUMER DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST - Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Ratinq 

Residential 
All 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over I000 CFH 

De~osi t  Amount 

* Cubic feet per hour 

The deposit shall be refunded only if the meter is found to have an 
unacceptable error, as defined in the Commission's regulations. 
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In the case where a meter is replaced due to malfunction, a customer will 
be allowed one additional free meter test within 12 months, if requested by 
the customer. 

23. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate 119 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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The rate for residential gas service for regular employees of Montana-Dakota Utilities Co., 
MDU Resources Group, Inc., and all wholly-owned subsidiaries of MDU Resources 
Group, Inc., shall be computed at the applicable rate, and the amount reduced by 33 
113%. This is available only for residential use, in a single family unit, served by the 
Company to a regular employee who has been continuously employed at least six months 
and is the principal support of the household in which employee resides, or is the spouse 
of the principal support. 
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The policy of Montana-Dakota Utilities Co. for gas extensions necessary to provide 
interruptible sales or interruptible transportation service to customers, except for 
customers served on Rate 66, is as follows: 

1. Contribution 

a. Prior to construction, the customer shall contribute an amount equal to the total 
cost of construction including all gas main extensions, valves, tap setting and 
associated equipment, barricade, service line(s), regulators, meters (excluding 
remote data acquisition equipment), any required payments made by the 
Company to the transmission pipeline to accommodate the extensions, and 
other costs as adjusted for federal and state income taxes. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction or, 

ii. The customer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the total contribution required 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written guarantee 
commitment, shall be effective for a five-year period commencing at the 
plant in service date, and is subject to approval and acceptance by the 
Company. If at the end of the original five-year term, a contribution 
requirement exists for the subject project, the surety or guarantor shall pay 
the Company for such contribution requirement, or 

iii. Customer, upon approval by Company, may finance the amount of the 
required contribution subject to the following conditions: 1) maximum 
contribution to be financed shall be determined by the Company at its sole 
discretion, 2) maximum term shall be five years, 3) interest will be charged 
at the Company's incremental weighted cost of capital. 
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c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may be 
made. 

d. Remote data acquisition equipment costs shall be subject to the terms and 
conditions specified in Transportation Service Rates 81 and 82. 

2. Refund 

a. If within the five-year period from the extension(s) in service date, the total of 
the customer's contribution and actual margin paid to the Company equals or 
exceeds the total present value of the revenue requirement associated with the 
extension, Company shall refund the amount exceeding the revenue 
requirement on the following basis: 

i. Annually, beginning at the 2nd anniversary of the extension(s) in service 
date, the Company will refund to the customer, the amount exceeding the 
total present value of the revenue requirement at a rate of 50% of the 
current year margin associated with the customer's actual throughput. 

ii. Customers who have posted a bond, letter of credit, or a written guarantee 
commitment will be notified of any reduction in surety or guarantee 
requirements based on the above calculation. 

iii. No refunds will be made for amounts less than $25.00. 

b. Interest will be calculated annually by the Company on any refund amounts and 
shall be equal to the average commercial paper interest rate (AIIPI), not to 
exceed 12 percent per annum. 

c. No refund shall be made by the Company after the five-year refund period has 
expired, and in no case shall the refund, excluding interest, exceed the amount 
of contribution made by the customer. 
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The policy of Montana-Dakota Utilities Co, for gas extensions necessary to provide firm 
sales or firm transportation service to customers is as follows: 

A. General Rules and Requlations Applicable to all Firm Service Extensions 

An extension will be constructed without a contribution if the estimated capital 
expenditure is cost justified as defined in paragraph A.3. 

The Company may require customer or developer cost participation if the 
estimated capital expenditure is not cost justified. 

The extension will be considered cost justified if the calculated maximum 
allowable investment equals or exceeds the estimated capital expenditure 
using the following formula: 

Maximum Allowable Investment= 

/Annual Basic Service Charge + (Proiect Estimated 3rd Year Annual Dk x 
Distribution Deliverv Charqe))/Levelized Annual Revenue Requirement Factor 

Cost of the extension shall include, if applicable, the gas main extension(s), 
valves, tap setting and associated equipment, barricade, service line(s), any 
required payments made by the Company to the transmission pipeline 
company to accommodate the extension(s), and other costs excluding the 
distribution meter and regulator. 

The service line is that portion of the gas service extending from the main to 
the connection at the house regulator and/or meter. 

Where cost participation is required, such extension is subject to execution of 
the Company's standard agreement for extensions by the customer or the 
developer and Company. 

A refund will be made only when there is a reduction in the amount of 
contribution required within a five-year period from the extension(s) in service 
date. Interest will be calculated annually by the Company on any refund 
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amounts and shall be equal to the average commercial paper interest rate 
(AIIPI), not to exceed 12 percent per annum. 

No refund shall be made by Company after the five-year refund period and in 
no case shall the refund excluding interest, exceed the amount of the 
contribution. 

7. The Company reserves the right to charge customer the cost associated with 
providing service to customer if service is not initiated within 12 months of such 
installation. 

B. Customer Extensions 

Cost participation for extensions where customers will be immediately available for 
service is as follows: 

1 Contribution - 
a. When a contribution is required, the customer(s) shall pay the Company 

the portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Payment of 25% of the contribution prior to construction and the 
balance in no more than twenty-four equal monthly installments. If 
customer discontinues service within the twenty-four month period, 
the balance will be due and payable upon discontinuance of 
service, or 

.. . 
III. Customer may post a bond, irrevocable letter of credit, or a written 

guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or written 
guarantee commitment, shall be effective for the original five-year 
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term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety or guarantor shall reimburse the Company 
for such recalculated contribution requirement, or 

iv. Customer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five 
years, 3) interest will be charged at the Company's incremental 
weighted cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted 
to reflect actual costs, and an additional charge may be levied or a refund 
may be made. 

d. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volume exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. 

e. The recalculated contribution requirement shall be collected from the new 
applicant(s). 

2. Refund - 

a. The Company will refund to the original contributor(s) the amount required 
to reduce their contribution to the recalculated contribution requirement. 
No refunds will be made for amounts less than $25.00. Customers who 
have posted a bond, letter of credit, or written guarantee commitment will 
be notified of any reduction in surety or guarantee requirements. 

b. No refunds will be made until the new applicants begin taking service from 
the Company. 
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c. If the addition of new customers will increase the contribution required from 
existing customer(s), the extension will be considered a new extension and 
treated separately. 

3. Incremental Expansion Surcharge - 

a. The Company, in its sole discretion, may offer an Incremental Expansion 
Surcharge (Surcharge) to groups of customers requesting service totaling 
10 or more when the total estimated cost would otherwise have been 
prohibitive under the Company's present rates and gas service extension 
policy. The contribution requirement to be collected under the Surcharge 
shall be the amount of the capital expenditure in excess of the Maximum 
Allowable Investment determined in accordance with paragraph A.3. 

i. A minimum up-front payment of $100.00 will be collected from each 
customer who signs an agreement to participate in the expansion. 

ii. For projects that are expected to be recovered within a 5-year period, 
the Surcharge shall be set at a fixed monthly charge of $5.00 per 
month plus $1 5 0  per dk. 

iii. For projects that are not expected to be recovered within a 5-year 
period, the Surcharge shall be set at a fixed monthly charge of $5.00 
per month plus a commodity charge designed to provide recovery of 
the contribution requirement. 

b. The Surcharge shall remain in effect until the net present value of the 
contribution requirement, calculated using a discount rate equal to the 
overall rate of return authorized in the last rate case, is collected. 

c. The Surcharge shall apply to all customers connecting to natural gas service 
within the expansion area until the contribution requirement is satisfied. 

d. The net present value of the Surcharge will be treated as a contribution-in- 
aid of construction for accounting purposes. 
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C. Developer Extensions 

Cost participation may be required for extensions such as a subdivision or mobile 
home court, in which a developer is installing roads, utilities, etc., before housing is 
built. 

1. Contribution - 

a. When a contribution is required, the developer shall pay the Company the 
portion of the capital expenditure not cost justified as determined in 
accordance with paragraph A.3. 

b. The contribution shall be made by: 

i. A one-time payment prior to construction, or 

ii. Developer may post a bond, irrevocable letter of credit, or a written 
guarantee commitment in the amount of the required contribution 
prior to construction. Such bond, issued by a bonding company 
authorized to do business in the state, letter of credit, or a written 
guarantee commitment, shall be effective for the original five-year 
term and is subject to approval and acceptance by the Company. If 
at the end of the original five-year term, a contribution requirement 
exists in the subject project based on a recalculated maximum 
expenditure, the surety shall reimburse the Company for such 
recalculated contribution requirement, or 

iii. Developer, upon approval by Company, may finance the amount of 
the required contribution subject to the following conditions: 1) 
maximum contribution to be financed shall be determined by the 
Company at its sole discretion, 2) maximum term shall be five years, 
3) interest will be charged at the Company's incremental weighted 
cost of capital. 

c. Upon completion of construction, the contribution amount will be adjusted to 
reflect actual costs, and an additional charge may be levied or a refund may 
be made. 
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2. Refund - 

a. If within the five-year period from the extension(s) in service date, the 
number of active customers and related volumes exceeds the third-year 
projections, the Company shall recompute the contribution requirement by 
recalculating the maximum allowable investment. Such recalculation shall 
be done annually based upon the anniversary of the extension(s) in service 
date. 

b. The Company will refund to the developer the amount required to reduce 
their contribution to the recalculated contribution requirement. No refunds 
will be made for amounts less than $25.00. Developers who have posted a 
bond, letter of credit, or written guarantee commitment will be notified of any 
reduction in surety or guarantee requirements. 

c. If the addition of new custorner(s) will increase the contribution required 
from the developer, the extension will be considered a new extension and 
treated separately. 
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The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator and/or meter for all customers connected 
on and after (effective date of tariff) and all replacement service lines installed on 
and after (effective date of tariff). The service line installed by the Company will 
remain the Company's property. 

A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the statewide average installed per foot cost. The Company reserves the 
right to charge customer the total cost of the installed service line if service is not 
initiated within 12 months of such installation. 

The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc.) or 
due to a customer request to move a service line, the customer shall be charged 
on the basis of direct costs incurred by the Company. 

Whenever a service line is damaged by the customer or someone under the 
employ of the customer necessitating the service line to be either repaired or 
replaced in whole or in substantial part, such work shall be charged for on a direct 
cost basis. If the damage was caused by independent contractors, not in the 
employ of the customer, the charges shall be billed directly to such contractor. 

Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 

Date Filed: December 30, 2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 41h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 34 

Canceling Vol. 1 Original Sheet No. 34 
RULES AND POLICIES FOR IMPLEMENTING MASTER 
METERING RESTRICTIONS Rate 134 

Page 1 of 4 

Section I. Definitions 

"Multiple occupancy building" shall mean any building which contains more than 
one residential or commercial unit. 

"New multiple occupancy building" shall mean any building for which the physical 
labor involved in the erection of such building started on or after June 13, 1980. 

"Existing multiple occupancy building" shall mean any building for which the 
physical labor involved in the erection of such building started before June 13, 
1980. 

"Mobile home court or trailer park" shall mean any such mobile home courts or 
trailer parks in which residence is predominantly either permanent or long term, 
and shall not include mobile home courts or trailer parks in which residency is 
highly transient, such as campgrounds for recreational vehicles or trailers used for 
recreation or vacations. 

"New mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced on or after June 
13, 1980. 

"Existing mobile home courts or trailer parks" shall mean such courts or parks, for 
which the physical labor involved in the construction commenced before June 13, 
1980. 

"Master metered service" shall mean gas service provided to more than one 
residential or commercial unit through a single meter. 

"Individually metered service" shall mean gas service provided to one residential 
or commercial unit through a single meter which serves that unit only and no other 
unit. 

"Company" shall mean Montana-Dakota Utilities Co. 
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Section 2. A~plicability 

Natural gas service to new multiple occupancy buildings and mobile home courts 
or trailer parks shall be provided as individually metered service only unless 
specifically exempted by one or more of the provisions contained in Section 3 
below. 

Section 3. Exce~tions 

Residential multiple occupancy buildings consisting of no more than two units, one 
of which is owner occupied, may be served by one master meter. 

The following multiple occupancy buildings or facilities may be served by master 
meter: 

(i) Hospitals 
(ii) Nursing or convalescent homes 
(iii) Transient hotels or motels 
(iv) Dormitories 
(v) Campgrounds 
(vi) Residential facilities of a transient nature 

Existing multiple occupancy buildings (construction of which commenced before 
June 13, 1980) which are presently receiving master metered gas service may 
continue to be served on a master metered basis. 

Master metered gas service provided for central heating or cooling systems, 
central ventilating systems or for central hot water heating systems. 

Service to multiple occupancy buildings constructed, owned or operated with funds 
appropriated through the U.S. Department of Housing and Urban Development, or 
any other federal or state government agency, shall be served by individual 
meters. If such individual metering requirement is inconsistent with regulations 
promulgated by such department or agency, service on a master metered basis is 
allowed. 
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(f) Existing mobile home courts and trailer parks may continue to be 
served on a master metered basis, subject to Section 5 of this tariff. 

Section 4. Remodelinq and Renovation 

Where there is an existing multiple occupancy building receiving master metered 
gas service which is substantially remodeled or renovated for continued use as a 
multiple occupancy building, for which the physical labor for remodeling or 
renovation is begun after June 13, 1980, gas service to the units after completion 
of the remodeling or renovation shall be on an individual metered basis, unless the 
owner of such building demonstrates to the South Dakota Public Utilities 
Commission that such conversion would be impractical, uneconomical or 
unfeasible, and the owner of such building provides the Company with evidence of 
the South Dakota Public Utilities Commission decision. 

Section 5. Owner or Operator Charqe for Gas Service 

(a) Gas service to an existing master metered multiple occupancy building, if not 
otherwise prohibited by this tariff, shall be provided only upon condition that 
charges for gas made by the owner or operator to each tenant or occupant shall 
be equal to each tenant's or occupant's pro rata share of the total amount charged 
to the owner or operator by the Company in proportion to the ratio of the total 
square foot floor area of the building. 

(b) Gas service to an existing master metered mobile home court or trailer park shall 
be provided only upon condition that charges for gas made by the owner or 
operator of such court or park to each tenant or occupant shall be equal to such 
tenant's or occupant's pro rata share of the total amount charged to the owner by 
the Company in proportion to the ratio of the square foot floor area of each 
tenant's or occupant's unit to the total square foot floor area of the mobile home 
court or trailer park. 
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Section 6. Variation 

Any variation from the above rules will only be made after the owner or operator 
provides evidence of South Dakota Public Utilities Commission approval of such 
variation. 

All other rules and regulations of Montana-Dakota which govern gas service in 
South Dakota and which do not conflict with the provisions of this rule shall apply to 
gas service provided to new and existing buildings which are subject to this rule. 
The customer is responsible for ascertaining and complying with all applicable rules 
and regulations of any governmental authority having jurisdiction over the subject 
matter of this rule. 
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CONSUMER'S DEPOSIT RECEIPT 

Received of: 

Date 

Deposit Nbr 

Deposit Amount 

Account . , 

Service Address 
135 WESTGATE RD LOT 150 
BOX ELDER SD 57719 

A deposit of is received as security for the 
payment of any amount which may become due Montana-Dakota 
Utilities Co., for utility serviees and,is not to be 
considered a payment on account. If at any time a bill of 
the customer is not paid within 22 days after date of 
presentation, the deposit may, at the option of the company, 
be applied to the account thereof. 

This deposit will be refunded, with interest, provided all 
bills have been paid in full and service is no longer desired 
or when customer has established satisfactory credit in 
accordance with the public service or utility commission 
rules. This deposit will bear interest at the rate of 7.00 X 
or at: a rate equal to the rate required by the public service 
or utilities commission on an annual basis. Interest shall 
accrue from the date payment is made on the deposit until the day 
the deposit is refunded or upon discontinuance of service. 
Interest shall be credited to the customer's account annually 
during the month of December. This statement shall constitute 
a receipt of said deposit and shall not be transferable. 
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NEW CUSTOMER APPLICATION CARD - GENERAL SERVICE 

3090118-811 lRw.IW87I MONTANA-DAKOTA UTILITIES ca  . . f r o n t  
NEW CUSTOMER APPLICATIOSI CARD - GENERAL SERVICE 

Business Name: Acct. Na: 

Se~ 'ce  Address: 
Mailing Address: I l l  diNemnrl 

Business Phone: Home Phone: 
Type of Business Activity: 
Owner of Building: 

Il\ddnls) IPhorrl 
Type of Service Requested: Electric Gas Cl Date Sewice To Begin: -U 
Previous Address: , 

1UWl ISUi(ll 

Gen. Seru Cusr. of MDU at Rev. Addmss: Ms CI NOD 
Whml 1Wneml 

Legal Status: Corporaxion 0: Partnership a; Sole ProprietorshipCl; 
tUlhsrj 

Name. Address and Phone of Owners. Partners. Officers or Locnl'Represen~atives: 
INmm1 Ibdd,crrl I P n o ~ l  

back 
Applicant whose signature appears below hereby grants permission t o  MDU to  enter: 
applicant's premises at all reasonable time; for the purpose of installing. connecting. 
reading. inspecting, operating, disconnecting or removing the company pipes. wires. 
meters or other equipment and warrants that  applicant has authority ro grant 

this permission. 

Date: Signature: 

DO NOT WRITE BELOW - FOR OFFICE USE ONLY 

Identification: Current Driver's License-State No. 

OR Social Security Number: 

Deposit or Security Required: Yes 0 No Amt. Date: ! I 
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MONTANA-DAKOTA UTILITIES CO.. 
GASMETERORDER, 1 

ORDER AECENED I V I  HOW RECEIVED. . TELEQHOHE U 
.HPERSON U 
' m m  LI 

CONNECT UETER FOR: OISCONNECTUETER FOR: 

TIME. 

l E L E W O M  NO.: MAILIIiO ADDRESS (All0 IF DIFFERENT) SERVICEAWRESI: UTY LIMITS: 

IN 0 OUT Q 

tIAME OF PERSON P U C M O  DUMA,  

CU~OYER CUPS MI RATE: SERVICE REOUESTEO: PREYUIUSAOOREBB: 

OAS ONLY 0 (US b ELECIRIC 0 
DEPOSIT; 1 110 OWOSlT REOUUIED: 1 HYRWAROWO ADMIE55; 

DATE: TOWN: ACCOUNT NO.. 
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I 
MONTANA-DAKOTA H 
UT/L/TlES CO. 
A Dihioo of MDU Rerwrcss Gmup, Inc. 

Rl- %-DYES .UIO CUSTDUER IMFOIUATION Arne 
A V I I U - Y C W  I I O U B Q T A W  O U  mEOmIAIYLO 1TTHE 
Y O M I I U L W D T I  YTIL"lL3 Cm. W W S C  LOCATED IN. I CHECK HERE FOR MAILING ADDRESS 

r OUIEm PAYWE- TD , U CHANGE (snow CHANGES aaow 
MONTANA-DAKOTA LITILITIES CO. 

P L W E  RETURN THlS STUB WlTH YOUR PAYMENT. IF PClllNO IN PEFIEON. BWNa THE ENIIeE elLL 
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STANDARD CUSTOMER BILL 
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In the Community to Sorve" 

THERM 
BILLING.. . 

CODES 
AN0 
DEFINIIIONB.. . 

REVMVING 
CHARGE 
PLAN... 

Dk - Ckdhmn: A m s u m  d h a 1  m r y y .  One d m U l ~ m  mi. rn WN w ma rmllon 
Wish mnm tmlu IHr3 ) .  

au - B.lllUr hrml d m :  humy d I'm1 rsqutrat lo labe w ~r?mo!a~la d mo rn cr vatsr 
nno mgmo lohunlm. 

RCP - Yow FINANCE CHARGE b EanpvMaIY. DAILY RATE OF.DOMOIZ WNch h a w l c w n g  
UlNUAL PERCEHTAOE RATE DF 18%. '10 amd &hanJ 1- *alps% p y  by V. du. 8 1 .  
aha on lhn clhor -0 01 I h i  till In ctna d wmn oi  q m l i m  DM y w  bil, m l .  03 al P.0. Bai 
m. mlb. W U ,  U*W 5850D5bm 

LI . ~ro. bhlruDllb,. G.W.1 GGG 
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DISCONNECT NOTICE 

13 17 342 

MONTANA-DAKOTA UTILITIES CO 

Page 1 of 1 

Account Number: 658 34 

DISCONNECT NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER, BUT YOU MUST TAKE ACTION NOW. 

I i t  

. : , -  4- # ..I . \ , > - "  , -. 
3 .  * 1 

Payment of your servibe. ~ C C O U ~ G  &?3 *O"?#a*lt due. Y q v ~ ' s e r ~ ; ~ c e  wlll be 
disconnected on " u r i l e m b  youd,pakt due .arnoiuliz is paid xn full 
or satisfactory arrangeme-nts are made bhSbtet:.&hAe'&te. Xf service is 
disconnected, payment in full and a recpmdaet fee of $12.72 t o 
restore service during norma3 working ~h&$re, plue a deposit or 
additional deposit of $0.00- will ~&&~uired before service 
is restored. 

\ 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 

Date: 

PAST DUE CURRENT ACCT BALANCE 
UTILITY: $ 
DEPOSIT: 

f 
10.00 $0.00 $ 0 . 0 ~  

Direct inquiries ro: 
MONTANA-DAKOTA UTILITIES CO 
PO BOX 1060 
RAPID CITY SD 67709 
1 605 342 0187 

~ i r e c t  unresolved cornplainrs KO: 
SD PUBLIC UTILITIES COMMISSION 
500 E CAPITOL 
PIERRE SD 57501 
1800332  1782 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 
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MONTANA-DAKOTA UTILITIES CO. 
A Dlvision of MDU Rcsourcw GmuR In- 

APPLICATION FOR INTERRUPTIBLE NATURAL GAS SERVICE 

Dated- 

The undersigned heroby &a application to Montnna-Dakota Utilitien Ca. hereinafter raferred to ns tho Company, 
for htarruptible n a t d  gss aerviw a t  the location ahown below. 

(A) Application ia a non-residential natal1 gas customer of the Company and in order to secure a rate differential ds 
provided under the torms and conditions of the Company's Ratv Schedule . Applicant 
qpwm to dlswntinue use of natural gna immediately upon notice from the Company. on natural gao equipment 
ha* dternate fuel ~npmtrll l t~or on such oquipmant which qudifiw customer for inbrnuptible sorvica Applicant 

not to naume the use of naturd gas during perioda of interruption until informed that it mny do so by 
tbe comppny. 

(B) During pmioda of interruption, applicant may continue the use of necurpl gna on firm usnm equipment oa 
liated blow. 

(C) Compaqv's rnm and services am subject to rogulntion aad Applicant will be bound by any chnngw as nppmvnd 
by tha applicable ragulstory authorities. 

INTERRUPTIBLE EQUIPMENT 

wps & No. ot Units Input kfh) Standby Fuel Peak Day Usage (MCF) 

Type & No. of Upits 

FIRM USAGE EQUIPMENT 

Input (cZh) Peak Day Usage (MCF) 

APPLICANT! BY: 

ADDRESS: 

c i n  AND STATE: 

MDU CUSTOMER ACCOUNT NO.: 

APPROVED: 

MONTANA-DAKOTA UTILITIES CO., 
A Divinion of MDU Rsaourcea Group, lnc. 

By: 
(Division Mnnoger) 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 
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CUSTOMER INFORMATION BOOKLET 
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MR--- 

MONTANA-DAKOTA UTILITIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected your gas/elsctric service installation. This inspection has revsahd 
that you a n  obtaining unauthorized gaslelectric service at the address shown blow. 
Undrr rules and regulations filed with, and approved by. tha Public Utility Commission 
of , service can be terminated because of this irregularity. To 
m i d  discontinuance of service bring this card to our offica, no later than 
at the address shown below, and we will discuss the conditions under which your gas/slsctric 
service will not be intarruptrd. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customer. 

Addmss: 

Telephone Na: 

Mater Na: 

Emplow: 

WHITE - Customer YELLOW - Fik 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
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THIRD PARTY NOTICE 

Montana-Dakota Utilities 
Co. (MDU) has a program 
available called "Third Party 
Notice." The purpose of 
the program is to help avoid 
any hardship which could 
result from disconnection 
of service by alerting a 
third party to such action in 
advance. This voluntary 
program would most 
benefit customers who are 
ill or elderly and live alone, 

Under the "Third Party 
Notice" program, if it would 
be necessary to disconnect 
service due to nonpayment 
of past due bills, the 
customer as well as the 
designated third party 
would be notified prior to 
the disconnect date. The 
third party would then have 
the right to contacl MDU 
and declare the customer's 
inability to pay and enter 
into a payment arrangement 
for the customer. 

A third party can be a 
friend, relative, church or 
any community agency. 
The designated third party 
will have the right to receive 
and provide inlormation 
regarding the customer's 
personal circumstances. 
Please talk with this third 

Would you like to be a designated Third party? 

address, also found on 

party before you tell MDU 
this person will help you. 
The third party wlll not be 
responsible for payment of 
the customer's bill. 

If your personal circum- 
stances require that a third 
party be aware of a 
potential disconnection of 
your utility service, please 
complete and detach the 
form provided and return it 
to MDU as soon as possible. 
If you know of someone 
who might benefit from 
third party notification, 
please.let them know of it. 
As individual circumstances 
frequently may change, 
Third Party Notices are 
valid for one year only, 
and an annual renewal is 
required. Please complete 
the form and return it to 
MDU - even if you have 
done so before. 

For information of 
public agencies and 
community organizations 
which may be able to 
assist in payment of winter 
u t i l i  bills, please call 
the telephone number 
found on your utility bill or 
write to the MDU office 

Page 1 of 1 

Request For A 
Third Party Notification 

(To be-valid through November, 2003) 

Customer Name: (Please print) 

Address: 
City: State: Zip: 
Telephone N~lmber; 
Account Number lmm Bill: - 
MONTANA-DAKOTA UTILITIES GO, has my permission to provide 
information to and accept information lrom the party 
named below. ' 

Customer Signature: 

Date: 

Name of Thlrd Party to be Notiled: (Please print) 

Address: 
City: State: Zip: 
Telephone Number: 

MONTANA-DAKOTA UTILITIES C.O. will make every eflort to 
send a mpy of the Notice of Proposed Disconnection to the party 
specified. The customer making the request understands lhat 
MDU assumes no liabilily for lailure of,third party to receiw or a d  
upon said Notice. 

Complete ell information and return to the MDU oflia 
address found on your bill as soon as possible. 

Date Filed: December 30, 2002 Effect ive Date: Service Rendered on and 
after December 2 ,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
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Nwm of UtHiN R.prunt8tiw: .... .. . Dan. -- 
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AGREEMENT BY PROPERTY OWNER OR AGENT TO PAY UTILITY 
BILLS DURING PERIODS WHEN PROPERTY IS UNOCCUPIED 

AGR GENT TO 
IPTILITY BILLS DURING PERIODS WHEN PROPERTI IS UNOCCUPIED 

.- -8 

m. IIW MONTANA.DAKOTA UTILITIES CO. 

AGREEMENT BY PROPERTV OWNER OR 
AGENT TO PAY unLrrY BILLS DUR~NQ 

PERIODS WHEN PROPERTY IS UNOCCUPIED 

T h  undmlgnd b th. o w m .  or th. o w m ' a  want. of a hwn or mpmnnwn1.1: 

It b my damim ttm Montmm-Dakou Utllhkm b. kmva it8 ~ N n l 0 m ~  ad lor  mkctric 1&m 
~ r w d  on mvmn If th. tmnmt or occupmnt, In who- mnw thm 1 m ~ i m  b mtmrmd. r8qw.u Uut 
mush u N k .  k dlmWn*lud. 

In &a I HH tha pnmlmaa. I mom to notlfy Monunm-Dmkota Witin Co. In writing ad untH 
Montmm-Omkou UtllHln Co. rmcmivma much notlflutkn, I wW uanw Y.Why u pfovkkd .bow. 
I d m  mgrn to nottfy ~ o m m m - ~ m k o u  in w r n h  If I c h m p  my addrum. 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 
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PREMISES AND SERVICE HAS BEEN CONNECTED IN 
PROPERTY OWNER'S NAME PER AN AGREEMENT 

Page 1 of 1 

1m11*1m 
lllr 1W 

. FOR YOUR INFORMAM 

Account . 

locrtkn. 

MONTANA-MKMA UTIUTIES CO. 

'By: 

Y E W  - Cunwr COW 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 
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GUARANTEE OF PAYMENT FOR NATURAL GAS AND/OR ELECTRIC 
SERVICE BY A SECOND PARTY IN LElU OF A DEPOSIT 

Page 1 of 1 

I.L...01bw.sld9-Lh(MoollorD.LouqhhLb.~d&~eIntbm 
n u ~ a r b L m q l d m d o . * v c l y ~ s o 0 r c ~ m u u n t b y b J r a r w d ~ t b . ~ h P  
r ~ W ~ t r X . q r w ~ . U W ~ ~ ~ f r r L . h - t b . @ ~  
LNIoo.bL. 

I ACXNOWLEDQI: ?HAT I HAVE C A I L E P W  BEAD THE ABWlb QUAllAWneE NXEEYENT AND 
TIUT I HAVE RECEIVED A COPY OF FP 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
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DEPOSIT WARNING LETT& 

MONTANA-DAKOTA UTILITIES Ca 
A D l v k b o d Y D U ~ G ~ l n c  

RE: kcount 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
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DEPOSIT REQUEST 
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MONTANA-DAKOTA UTILITIES CQ 
~ M v i ~ i m d M D U R r a M G l a r p I ~ l r  

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
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FINAL NOTICE PRIOR TO DISCONNECT 
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FINAL NOTICE PRIOR TO DISCONNECTION 
OUR MDU REPRESENTATIVE WAS HERE at: 0 a.m. / O p.m. 
on at the address of: 

and found no one at home. 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE! 
CONSIDER THIS YOUR FINAL NOTICE AND THAT YOUR 

GAS AND/OR ELECTRIC SERVICE WILL BE: 

DISCONNECTED ON: 
UNLESS PAYMENT OF: $ IS PRESENTED TO THE 
CREDIT DEPARTMENT OF MONTANA-DAKOTA UTILITIES CO. 

BY 5:OO P.M. ON 

20124(3-80) (Rev. 4/00) 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
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INTERRUPTIBLE GENERAL GAS SERVICE AGREEMENT 
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r a T B  AOIUDUUT, -dm thin - '$f&$p: day of ,$~?%?-.%$?., 20=, i m  by mnd bmtwmmn 
-AHA-DMOTA UTILITIBS 120.. l Divimion of MU Rmm~urcm;~~~ro~Y~,. IF.,: , p l ~ w a r m  
corpormtion, hmrminmftmr cmllmd .C-rny., .I,~~~~?J~<<'>.~.I~?S~*.'..;"A . .  ... 7 .  ""!'.:." . 
::ii%%!&?~~c%%- hmrminmf t m r  cmllmd %UStcmmrm. 

cumtour mud C~ngrmy mntmr in to  thim Intmrruptihlm Qmnmr.1 Qmm Bmmicm Agrmmmmnt to  
harm nmturml gmm dmlivmrmd by Conpmy t o  Cumtour. 

lfIlWES8LTEz Thm pmrtimm hmrmto, rmcb i n  conaidmrmtion of thm mgrmrunt of the 
othmr, agrmm am fo l lo rm~  

1.0 E. Dmlivmrimm u b d  chmrgmm hmrmundmr m h m l l  c-ncm am mpmcifimd i n  
Bxhibit .Ag mttmchmd hmrmto md incorpormtmd hmrmin. Nmto?mr mgrmrm to  urtmr i n t o  
mn mgrmmr.nt f o r  mmrvicm hmrmundmr fo r  1 daimm t m r m  of 1 2  -nth.. Writtmn noticm 
of tmrainmtion by mithmr Colprpy or Cumtaur w m t  bm givmn m t  l m m m t  60 days pr ior  
t o  thm mud of thm i n i t i a l  tam.  Abmmt much tmdnmtion noticm, tbm rgrm-nt 
m h m l l  continum f o r  rdditiou.1 t m ~ .  of mpuml length un t i l  writtmn notiem i m  givur, 
mm prwidmd hmrmin, pr ior  t o  thm md  of m y  mubarpumnt tmrm. 

2.0 DILIVIILY POIm(8). MTZ S ~ D L I [ S ) ,  m Q U ~ I T I B 8 .  Dmlirmry of nmturml grm 
undmr -11 Intmrruptiblm Omnmral Omm Smrvicm Rmtm 71, o r  Lmrgm Intmrruptiblm 
Omnmsal Qmm S-rvicm Rmtm 35 by Coanpmy t o  Cumt-r mhmll bm am mpmcifird i n  
mttmchrd Zxhibit .Ag. 

2.1 DI8PATClUIW. N.taur w i l l  mdhmrm t o  gal  dhpr tching policimm mud procmdurmm 
mmtmblimhmd by Compmny t o  fmcilitmtm mmrrricm undmr t h i m  Agrmlunt. Ccnpmny rill 
in fo r r  Cumtc~mmr of any chmgmm i n  dimpmtching policimm tb t  m y  mffmct t h i s  
~ q r m . u n t  am thry occur. 

2.2 ~ r r r a 1 R G i  m ~ m m x l m m .  cornpury w i l l  u t m r  thm q u u ~ t i t y  of nmtarml gar 
dmlirmrmd t o  Cumtour a t  thm dmlivmy point.  Such qumntitimm w i l l  bm conclumirm 
upon both pmrtimm unlmmm much u t m r  i m  tovnd t o  bm inaccurmtm by mrm t h m  tw 
pmrcmnt, i n  which camm thm quantity dmlivmrmd t o  N a t o u r  mhmll bm dmtmdnmd by 
cmlculation, tmking in to  conmidmrrtion th. tiu of p a r ,  thm mchmdulm ot c u m e c l u r l m  
cpmrmtionm mnd otbmr pmrtinmnt fmctm. C-my rill t m m t  thm wmmurlunt m q u i ~ ~ ~ . n t  
i n  mccordmncm with mpplicrblm m t m t m  u t i l i t y  c d r m i o n  mlmm md rmgu1mtiow. 

3.0 DXYIHITIOlB. 
mlivmry Point - Thm point m t  which Cumtaur m m m u u m  Nmtody of thm gmm bming 
dmlivmrmd. Thim point w i l l  normally br a t  thm outlmt of Compmy'm . r t m r ( m )  

Qmm Day - Ym.or  l pmriod of twurty-tour conmmcutivm hour., bmginning mud 
mnding a t  9100 m . r .  Cmntrml Clock T i u .  

4.0 R A R .  Thm rmtmm chargrd md  mmrvicmm rmdmrmd Cult-s, undmr thim mgrm-t, 
mhmllb.mm mpmcifimd i n  mpplicahlm C-my t a r i f f8  am mpprovmd by thm mpproprimtm 
m t m t m  u t i l i t y  c d m m i o n .  
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INTERRUPTIBLE GENERAL GAS SERVICE AGREEMENT 
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currently a f f a c t i n  rat. undar thia A g r a a ~ ~ t  f a  aubjac t  t o  an a d j w w t  f o r  
coat of purehaaad gaa aa prwidad i n  Purchaaad Pa1 Coat M j u a t u n t  h t a  8 8 .  C w m y  
ah.11 h e n  eba d g h t  t o  modify tha r a t a r  c h s r e d  nnd thm tarma and conditions h w -  
undar by -king u n i l a t a r a l  r a t 8  f i l i n g l  with t h ~  agppmpriata a ta t8  u t i l i t y  
c u d a a i o n .  

4.1 TAX8.  I n  addi t ion  t o  tb rat@# apacifiad &ON, C w m y  ahel l  COllaCt f r m  
Cuatov.nd Cu8t-r agraaa t o  pay C w m y  my a a l u ,  uaa, u c i a a ,  o r  othar mch 
t u u a  end c i ty  faam th.t u a  lagally a f t a c t i n  uid agpl icrb le  to Lh manic* 
proridad hernwlar. 

4.2 X K R P R ~ ~ T I ~ W  n u 8  w amn. e a n i c a  whr Pat. 71 md h t a  I5 11 
dapandent u p n  the  a v a i l l b i l t y  of capacity on Cmpmy'n a y a t r  md pr ior  d l v n d l  
of cuatmera a a n a d  undar Compeny'a ganaral a a n i c a  g u  ra taa .  Contour  a g r m  to 
a c c q t  a a n i c a  haraundar i n  accordenca d t h  C q m y l a  ' l h t a  Ochadula' am apacifiad 
i n  W i t  'Am of t h i n  Agraarnt .  

4.3 CENWl IN D A I L Y  09KRATIm. C u a t r v r  a#r88# tD ~ t i Q  C o q W  of ch.np81 in  
Cumtour's na turr l  gas ralplir.unt# aa a p a c i t i d  in at tached Phihit *Am. C r q q  
ahal l  not ha I l i g a t a d  t o  prorida dai ly  m d  mu1 n p u i r . m t a  i n  u o n a  of tha 
da i ly  and aouml puant i t iaa  s a t  for th  i n  l r b l b i t  .Am unlaaa C o q u y ,  i n  i t 8  aola 
diacration, &taminma tiut incraaaad lplantitias a n  a r a i h h l a ,  and a11 pruotitiaa 
haraunder ahal l  b. aubjact t o  k t a m p t i o .  end a a n i o a  p r i o r i t l u  aa proddad in  
h t a  71 and Llta I S .  

4.4 11XU X A l V L U  OAB XlOUIRDUWfB.  N a t e ~ r  agrea8 t o  eccept  aarvica iuraundar in  
accordanca with c q e n y l e  I a t a  70. am q a c i f i a d  in a h i t  .I* of thin ~ g r a . u n t  
f o r  N ~ t m e r ' a  f i n  ra lp l i rurnta  dm1inr.d through Euatour 'n  in tar rnpt ib la  
u t a r ( a 1 .  

5.0 MSIG%XDlT. Cuat-r agraaa tha t  it dl1 m t  ~ a n i p  th in  Agra .mt  ucmpt 
upon w r i t t m  conrant of Cm~eny. 

6.0 II(DM(InCITIOII, Cuatmer agraaa t o  i n d ~ i l y  and hold  Coqeny hermlaaa f r m  
any end a11 i n j u y ,  loma or d w g a  r a a u l t i q  f m  C u 8 t m r 1 a  negligent o r  wrongful 
rc ta  un&r end during tho t a n  of thia. A g r e w t .  C q m y  a g n a a  t o  i n d m i f y  end 
hold Cuatcur  h e d a a a  f r o .  eny end a11 idw, loma o r  d P I g a  resulting t r m  
c q e n y ' l  n a g l i g u t  o r  wronpful acU Urdu end during tb t a m  of thia Agra .mt .  

7.0 xnonr~s &D x a u e s .  c-my L h a r m  prentad r i g h t 8  of iugr.8~ u d  apseam, 
a t  reaaonehla tine., f o r  oparating, inrpacthg md u i n t a i o i n g  m y  of Ccqenyla 
f a c i l i t i a a  on C u e t c u r ' a  p r d r a s .  

8.0 lono. uLnrm. I. tha a m t  of a i L h r  9arty'a h a i r 4  renderad wholly o r  i n  
p a r t  by force u j a u r a  ~ . b l a  t o  c a n y  out i t 8  o b l i g ~ t i o ~  un&r tkh A g r a u n t ,  
t b n  the obligatlona of thm Partian harmto, ao f a r  u thy arm affmcted by auch 
forca u j e u n ,  a h e l l  ha auapand.d during the continumca of m y  i n e h i l i t y  ao 
eauaad. Buch canaaa o r  contingenciaa affacting the  p r f o r u n c a  of thin Agraeunt 
by a i t h a r  party, howarar, #hel l  not r a l i a n  it of liability In Lh mnt of i t a  
concurring negliganca o r  i n  th. a n n t  of i t s  fa i lnra  to uaa  dua diligence t o  r e u d r  
tha situation and r w n  the c a u u  i n  en adalplab u n n a r  uul with a11 raaaonehla 
dispatch, nor a h l l  auch caruaa o r  continpmciaa a f f a c t i n g  t h e  p a d o r y n e a  of thia 
Agraurnt  ralieve a i t h e r  party I m  i U  ~ b l i g a t i o ~ l  t o  u L m  p a y u n t .  of uounta  
then dua h a r d r ,  nor ahal l  such csuaas o r  c o n t ~ a n c i ~ a  r a l i m  a i c b l r  g u t y  of 
l i e h i l i t y  u n l u a  much party ahel l  g i ra  notica md f u l l  p a r t i c u l u a  of Lha a m  i n  
wr i t ing  o r  by t a l q h o n a  t o  tiu o t h r  p r r t y  a0 a m  aa poaaihla  a f t e r  th. OCCIITT.IICO 
r a l i a d  on. I t  r o l u w a  of Cumtourla ga l  ara &#Boyad l h i h  i n  Cmpeny'm 90aaaa- 

-- 
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a i m  by mn avant of forcm mjmurm, thm obligat ions of thm Pastima undmr t h i s  
A g r m a n t  mhmll tmxminatm with rampmct t o  thm v o l ~ s  l o a t .  Thm tsrm .force 
mjmurm- me q l o y m d  hirmin ahmll includm, but  m b l l  no t  bm l imi ted  t o  a c t #  of God, 
atrikmm, lockouts o r  othmr i n d u s t r i a l  dimturhmoma, failurm t o  pmrform by m y  t h i r d  
pmrty, which pmrfozuncm i m  nmcmaaay t o  thm pmrforuncm by mithmr Customrr o r  
C ~ q p m y  undmr thim hgrmuant ,  act* of thm public mmmy o r  tmrroriatm. wmra, block- 
mdmm, i n a u r r m c t i o ~ ,  r i o t s ,  mpidmica, lmndmlidma, l igh tn ing ,  mrrthqumkms, firm., 
atornu,  floodm. wmahoutm, m r r m m t  and rmatraint  of sulmrm m d  pmoplma, c i v i l  
dimturbrncma, mxplomionm, brmmkmgm o r  mccidmnt t o  nuchinmy o r  linmm of pip., l i n e  
frmmmm-up., muddmn p a r t i a l  o r  muddan mntirm fmilurm of Company's gam mupply, 
fmilurm t o  obtain m m t m r i m l s  and aupplima dum t o  govmrrmuntal rmgulmtionm, mnd 
caummm of likm o r  mimilas kind, whmthmr hmrmin mumormtmd o r  no t ,  mad not  within 
t h m  control  of t h s  P a r t y  claiming auspanmion, and which by thm umrciam of due 
diligmncm such pmrty i a  unablm t o  w m r c a u r  provided thmt thm umrciam of due 
diligmncm s h a l l  no t  rmquirm smttlmamnt of lmbor dimputam againat  tbm bmttrr  
jUd-t of thm Par ty  hmving the di~put.. 

Thm tmrm .forcm mjmurm. am q l o y m d  bmrmin a b l l  almo includr,  bu t  s h a l l  not  bm 
lindtmd to,  i n a b i l i t y  t o  ob ta in  o r  rcquirm, a t  rmmmonrblm cos t ,  grratm, ar+vitudmm, 
rightm-of-wry, p m d t m ,  licmnmma, o r  m y  othmr muthorismticna from t h i r d  pmrtims o r  
mgmncimm (privmtm o r  govmrmantml) o r  i n a b i l i t y  t o  ob ta in  o r  mcquirm m t  rmmaonmblm 
c o s t  nmcmsmmy m t m r i m l m  o r  mupplimm t o  conmtruct, m i n t a i n ,  m d  opmrrtm any 
fmcilitimm rmqnirmd f o r  t h r  porfonrurcm of mny obligat ion# rurdmr thim Agrm-nt, 
whmn any much i n a b i l i t y  dirmctly o r  indirmctly contributma t o  o r  rmmultm i n  mithmr 
Par ty ' s  i n a b i l i t y  t o  pmrform it. obligmtionm. 

9.0 RKt7JLhTORY AUTRORXTX. This Agrmmmmnt i a  mubjmct t o  m l l  v a l i d  laws, orderm, 
rulmm m d  rmgulmtionm of any and a11 duly conmtitutmd muthoritimm having jurimdic- 
t i o n  ovmr thm mubjrct mrttmr h8rmin m d  i m  mubjmct to thm rrcmipt of m y  nmcmmsry 
authorismtion t o r  thm intmrruptiblm amrvicm c o n t q l a t m d  hmrmin. 

1 0 . 0  RLPORTIIZQ REQUIRKMXNTB. Cumtonus mhmll furnimh CDIpUW a l l  i n f o r v t i o n  am U Y  
bm rmquirmd or  mpproprimtm t o  c a ~ p l y  with rmpcrtinp rmquirmmmntm of duly 
conatitutmd muthoritims hrving jurimdiction ovmr thm mrttmr hmrmin. 

In W I R n S B  InUllloT, thm partimm hmvm duly 8rmcutmd thim Agrsanmnt am of thm date 
and ymar mbwm writtmn. 

Plmamm typm o r  p r i n t  thm nmua he lor  thm mignmturm 1in.a. 
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nm1ivery 
Point 

Y.r(m.r Muimm 
Intmrruptiblm Intamrptiblm 

Rmtw Dmlivmry Point Nlivmry Point 
Bcbmdulm Rat.* pl -- a n t i t y  Par  Day I&) Annual Guantity (&I 

#$JE ,z., w- ,- - - p*+w- - - - - 

Natammr agrmam t o  no t i fy  Cornpay of cbmngmm i n  i t m  da i ly  na tura l  gam rmquirwntm 
i n  mccordancm with thm following rapuiramentm~ 

Cu8tomr m a t  inform coaprny of tha data thm Cumt-ram fmci l i ty  rill . tar t  

c o n a ~ n g  na tura l  gam am well aa thm data thm Cumtoour cmmmam conmuming natural  

gam. Th8 C-my mumt rmcmivm t h i m  i n f o r v t i o n  by 10100 a.m. Cantrml Clock T h  

thm day pr io r  t o  aithmr imaue limtad .bow. 

8. , - 
Accmptad and mgrmmd t o  tbim '"?: dmy of ' ' . '~ 'L 'z ' -  1 0 - .  

~ ~ - D U o T A  VTILITIIB CO.. 
A nivimion of mu nmaourcmm Group, Inc. 

Dirmctor of Ymrkmting I 
cumtour  smrricm. 
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I hareby raqualt that thaw daily vrirP qumntitiar ba pmrided to thin location 
putmlnt to  UI b p p m d  tia natural pas #a101 tariff. 

r i a  g n  r a h ,  under lata 70, ah11 c-a rim 2YI2~%i&3,'1'; d upin on 
i?,%&-~, and rh.11 continua thmraaftar unti l  aithar party f m i l b a r  th. 0Lb.r 
party 30 dam ni t tmn notiqa of taraimtion. 
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GAS TRAUSPOXTRTION AGREWIENT 

THIS AGXEEKBRT, made t h i n  - day of , 2 0  , i n  by and between 
MONTANA-DAXOTA UTILITIES CO., a  Divinion of MDV Reeourcee Group, Inc. ,  a  Delawaro 
corporat ion,  h e r e i n a f t e r  ca l l ed  "Company', and , l o c a t e d  a t  

h e r e i n a f t e r  c a l l e d  * C u s t w e r g .  

Cuatomor has entered i n t o  agreements t o  purchasa n a t u r a l  gas and have t h a t  gaa 
del ivered t o  a " r e c e i p t  point '  uaing S h i p p e r b )  a s  opec l f i ed  i n  at tached E x h i b i t  
"An an Shipper. Cuetomer agree. t o  not i* Company p r i o r  t o  any change i n  
sh ipper ( s )  and f u r t h e r  agrees t o  execute s new E x h i b i t  'A" p r i o r  t o  change of 
event .  

Customer and Coupany e n t e r  i n t o  t h i s  Gaa Transpor ta t ion  AgrerPent t o  have s a i d  gas 
t ranaported by Company from the " r e c e i p t  point .  t o  a  'Idelivery po in t " .  

WITI~SSBTHI The p a r t i e s  hereto,  each i n  cons idera t ion  o f  the agreement of the  
o ther ,  agree a s  fcl lowal  

1.0 =. Transpor ta t ion ,  d e l i v e r i e s  and charges hereunder s h a l l  commence on 
and e x p i r o  on , and s h a l l  contznue t h e r e a f t o r  u n t i l  

e i t h e r  pa r ty  furniohelr t h e  other  p a r t y  30 days w r i t t e n  n o t i c e  of terminat ion.  

2.0 RECEIPT POINT(S) , DELIVERY POINT(S) , RATE SCXEDULB (S) RNL) WANTITIES. 
Delivery of n a t u r a l  aae under ?inn General Gaa Transportat ion Service Ratc 8 4 .  
I n t e r r u p t i b l e  General Gae Tcansportat ion Service Rate 81 ,  o r  Interruptible 
Indunt r i a l  Gas Transportat ion Service Rate 82, by Company t o  Customer s h a l l  be  a t  
o r  noas the po in t s  whose locations and maxinrwn d e l i v e r y  quan t i ty  p e r  day a r e  
described a s  follows. Zn the event  s a i d  "Term of R a t e n ,  an epec i f iod  i n  a t t ached  
'Exhibit B", is not  cxscuted by bo th  p a r t i e s  t o  t h i n  agreement, customer agrees  t o  
pay Company t h e  c u r r e n t l y  approved c e i l i n g  r a t e  a s  s p e c i f i a d  under nRete Schedulen 
belov. Said "Term o f  Rate'  s h a l l  n o t  be executed t o r  periods of l e a s  than 30  
days. 

Dk Maximum 
Rate Delivery Po in t  

Receipt Point  Delivery Po in t s  schedule 0uan t i ty  Per  Day 

- 
Border S t a t i o n  

2 . 1  DISPATCHTWG - Customer w i l l  adhere t o  gae d i spa tch ing  p o l i c i e s  and procedures 
eatabl iohed by Company to f a c i l i t a t e  s e r v i c e  under t h i s  Agrement .  Company w i l l  
inform Cuotomer of any changea i n  d i spa tch ing  p o l i c i e e  t h a t  may a f f e c t  t h i s  
Agreement as  th ry  occur. 

2 .2  METERING A?lD MEASUREKeNT - Company w i l l  meter  t h e  q u a n t i t y  of n a t u r a l  gae 
del ivered t o  Customer a t  the d e l i v e r y  po in t .  Company w i l l  t e s t  meter  i n  
accordance w i t h  mpplicable s t a t e  u t i l i t y  ru le*  and regulnt ionn.  I n  nddit ion,  the  
p a r t i e s  ngroe t o  tho fol lowing t e s t i n g  and c o r r e c t i v e  procedures; 
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2.7.: mST0mR'B tr-XTSR Castomer ma). m o t a l l ,  o p e r a t e  and marn tn in  a t  i t s  s o l e  
expenee, rcpipmerlt f o r  t h e  purpone of nebnuring t h e  amount of n a t u r a l  gaa 
delivarad o v a r  any ruuunuramunL ga r lod  (Cuacomcr m e t e r ) ,  p rov idad  the  equipmen: 
s h a l l  not i n r e r i a r e  wi th  uurh d e l i v a r y  o r  with t h e  Crrmpnny'a me te r .  

3.2.2 hLITEENkTIVE M E W S  OF VCZhSURPXEMT - I n  the  e v e n t  t h e  Company'e meter t u  ou t  
of unrvicc, mesuuroutant s h a l l  ba determined by t h a  Eollowtng nCep process  
bcgLnn:np wxth otop 'a' below: 

a .  Using t h e  r e g l o t r a t x o n  of the  Na to rns r ' s  me te r ,  i f  i n s t a l l n d  and 
a c c u r n t a l y  x e g u t e r i n g  wathrn two percenc (1%)  ( s ~ t h a r  h igh  of iow) ;  o r  
b. I n  t h e  abnencr of aecuraLs Cuatonct me te r ing ,  by making a  c a l i b r a r i o n  
t e a t  08 m a ~ h ~ f l a t i c a l  ~ a l e u l n b i a n .  if Chs pa rcen tage  of e r r o r  rn  
ancerLainablc;  or  
c .  To ~ l t a  a x t w i t  Cuntomcr's meter c a l i b r a t i o a  t e s t ,  ox mathcmntzcal 
c s l c u l a t i n n  dcucrabac? above cannot bc u t i l i z e d ,  by esc ima t ing  by r a fe renca  
t c  q u n t l t l t i e a  mcilsured durmng perioda under s i m i l a r  c o n d i t i o n s  whcn t h e  
Company's n u t a r  wua r ~ y r u t c r i n g  nccurntnlyi o r  
d.  To t h e  excant  t h e  methodo deacr ihed above cannot  be u t i l i z e d ,  by 
vstimat:ng by r c i e r c n c e  t o  mstomcr 'a  o p e r a t i n g  racordu f o r  the  pe r iod  i n  
q u o s t i o n .  

2.2.3 TESTrlW - The w c u r a c y  of the  Company'n e l a c t r o n i c  mcanurumont device  and 
the  la-y o t  t h e  %titer @ h a l l  be tented and c a l i b r a t e d  i n  tho prsacnce of t h e  
Cuutcmcr a t  a  manzeuza o t  o::ce each yea r ,  In a d d i t i o n ,  flow tantr t ig  and 
caLibracron of  t h e  mcrter n h a l l  be purfoamsd i= compliance wach ou tab l i shcd  Caxpany 
pol icy f o r  LarQo meters  a t  a  m ~ n i m m  of onco e a c h  f i v e  yaaro.  Company s h a l l  
forward a  copy  of ce l ib racxon  d e c m e n t a t i o n  t o  Cuntomar. I n  t h e  even t  t h a t  e i t h e r  
par ty  n o t i f i e s  che o t k c r  t h n t  a t  das i r an  a  t e s t  of t h e  accuracy of ZLn o n  o r  of 
tho o the r  p a r t y ' s  mcter,  the  p n r t r e s  s h a l l  c o o p e r a t e  t o  aecure  a  prompt 
v e r i f i c a t i o n  o f  the accuracy of B U C ~  eguipmant. No t i ce  n b n l l  be nddrcnaed LO 

Conpany'a Gan S u p c r l n t m d a n t  a t  Conpany'n O f f i c e  and a h a l l  be i n  
wrl t lny a t  l e a a t  fou rc ren  days xn advance of nard t e s t i n g .  

2 . 2 . 4  COSTS O F  TBSTIliG - Company o h a l l  bea r  t h e  c o o t  o f  the t e n t i n g  end any 
r c q u r e r  ad2uacnent  of tSe coq.mny'u mcter.  I n  t h e  e v e n t  t h a t  Cua tmnr  requnatn n 
Lcatmy o f  Compilny'u mcLer n t  o t h e r  Lhon the s p e c i f i e d  i n t c r v n l s .  Cuntomor s h a l l  
hea r  the c o o t  a t  tha  t u u t i n g  unleuu nuch cqulpment i s  iound t o  b e  anoccurats  by 
q r e e t c r  than  two p a t c c n t  ( 7 % )  i e i c h a r  h igh  o r  lov )  . 
2 . 2  .a comscTIags  OF ME~SURING E~DIPMBNT - I f ,  upon t e s t i n g ,  t h e  Company' o mecar 
i n  found t o  b o  accurn ta  wi th in  two porcent ( 2 % )  ( e i t h e r  high o r  low1 a t  a flow 
r a t e  correrpond:ng t o  the  average hourly  flow r a t e  f o r  n a t u r a l  g a s  aupp l i rd  by 
Company t o  Custuner  t o r  thc  pe r iod  a l n c s  the  l a c t  p:ecodzng c e n t ,  prrvxous 
recordrngn o f  uuch equipment o h a l l  be  coneidaxed a c c u r a c e  an computrng de l ivc rxsu  
of na tu ra l  gan hereunder ,  b u t  L'ompnny brntar s h a l l  be promptly  adyascod t o  record 
co r racc ly  t o  t h e  c x l a n t  ponslbic .  I f ,  upon t ca tbng ,  Company'e h a t e r  ahnL1 be 
found to  be  i n a c c u r a t e  by g r a b t a r  than cvo pe rcsn t  ( 2 % )  (aitha: O:gh o r  low) a t  a  
f low r n t c  correuponding t o  thc  average hourly flow r a t e  f o r  nacurn l  gas  supplred 
by soL;pany t o  Cuotomar f o r  the  pa r iod  uince t h e  l a n t  p reced inp  t e a t ,  then such 
Company ma te r  n h a l l  be proc;ptly ad juo t sd  t o  r e c o r d  p r o p e r l y ,  t o  t h e  e x t e n t  
ponoihle ,  and any prcvaouu recordango by nuch Company mc ta r  o h a l l  b s  co r rec red  t o  
ze ro  e r r o r ,  to t he  e x t e n t  ponnible ,  and Company o h a l l  promptly  mend t o  Cuntomer a  
repnxt  banad on ruck co r rnc tad  recordingu and s ravxnad i n v o i c e  baaed on corrucced 
readings u i t h a n  thirz;. dayu. TL o o  r r l i a b l a  i n t o m n t i o n  c x ~ u t o  a s  to when che 
Company m a t e r  bucamu inaccura te .  i t  a h a l l  be anuumsd f o r  c o r r a c t i o n  purposon 
hereunder that such inaccuracy  bmgan a t  a  po in t  i n  t i m e  midway betwuan t h e  t e n t i n g  
d a t e  and t h e  l a s e  prt-.-LOU. d a t c  on which tha Compnny mtrr van t a u t e d  and found t o  
he accura te  o r  aOjucted co be accura te .  
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2.2.6 NhImurr  - xach pa r ty  m h . 1 1  hmvm the r i g h t  t o  ba prmmmnt vhenavmr thm 
other p r t y  rmada, clmma, chmgmm. repair., inapactm, teata .  callbratam. o r  
adjuata i t 8  amtar. xach pa r ty  a .hl1  givm t h l y  not ice  t o  thm othmr par ty  i n  
advanem of taking any much action.. Yotica s h a l l  ha addrmmard t o  Capmny'a Oaa 
Suparintmndmnt a t  Company's - ,. 'A . Officm. Iach pa r ty  a h 1 1  g i r a  a t  
lmaat 14 hour. notice t o  thm other  party p r io r  t o  undmrtaking tho  rbovm-damcribed 
ac t iv i ty .  

2.2.7 CXhWIS, PlUIALTIIS, COSTS, OR EXPIEBIU - To the axtmnt th8C alyr pwnaltima 
arm incurrad by C u n t a r  am rmmult of thm inaccuracy of Coq=r1y'8 mtmr grmatwr 
than two pmrrant (121 h i t h e r  high o r  lo r ) .  Colqpury a h 1 1  bm rmaponmiblr fo r  much 
p.na1ti.a. 

1.2.8 XLICTROXIC MXASVRRWT B Q D I P m  - Thm Cwany ' a  ~1WCtroniC (Yetretmk) 
inwamurmmnt, ummd am a r w n t m  tmrdna l  un i t  fo r  a y a t u  oparatiollr, mquipnmt i s  
ueludad frcm thw rmquirmmntm of Smctionm 1.1.2, 3.1.3, 2.2.4. 1.1.5. 1.2.6,  and 
2.1.7. Tha mmthtmd coat of the inmtallation of mlmctronic ~ a s u r ~ n t  m q u i p n t  
i n  conjunction with th i s  Agrrmmnt is $-. Cuatonar agrmaa t o  provlda thie  
.mount to  Ccq~.ny a t  the ti- thia  A g r r a ~ ~ t  i a  r r turned t o  Conpany f o r  uacu t ion  
by coqpany. 

2.1.9 smKIPD UW(IIATIOH - Eumtowr .hall hava tho r i p b t  8t a l l  rmmmonablm tinma 
t o  udau tba  book*, r rcordr  and chart* of coepuxy, f o r  a tro ymar parind 
mubaaquant t o  the  iaauancm i n  writing oot dimput* inroica ,  t o  thm extant 
nmcmamay to  ver i fy  thm accuracy of any a t a t a u n t ,  chamm o r  c-utation -dm 
undmr o r  pusmuant to any prwi8iona of t h i m  agrmwaeat. 

3 . 0  DITlIfITIDlt~. 

nmlivmry point - ~ h r  point  a t  which C u m t a r  aammwr custody of the gas 
bming tran8portmd. Thim point w i l l  noxmally be a t  the o u t l e t  of Compuay'm 
mmtmrh) locatad on Cuatoxnmr'a prdmmm. 

oar Day - Ymanm a pmriod of twmnty-four conamcutivw hout8, beginning and 
mading a t  9 1 0 0  a.m. Cmntral Clock TIP.. 

Incarsuption - A mumpmnaion of t rmaporta t ion o r  rmtail na tu ra l  gam maNic8 
dammed nrcrmaary by C m a n y .  

Rapimtio .  - Thm d ~ i l y  volu8n, i n  dk, of natural  9.m rmquratmd by Cu8taur  
f o r  trurmportation and dmlivary to  Cumtour a t  the dmlivery point  ovmr a 14 
hour pariod c-ncing a t  9100 =.a. Cantral Clock T i u  mash day. 

Rrcwipt point - Thm intmrtim b*tramn Carpmy m d  thm intmrconnacting pipm- 
lins{m) at which po in t  company amsums custody of thw gam biug trursport-d. 

Shippmr - Tha par ty  with whom tlu pipalin. ham antwred i n t o  a 8arvicm 
Agra-nt f o r  t r~nmpor ta t ion  mmmica. 

4.0 Tbm ratwm chargmd N l t o l u r  m h l l  bm am rpacifimd i n  applicablm c m u r y  
t a r i t f . a m  approvd by the appropriatm a ta t e  u t i l i t y  ramulatoy agmney. 

Tho ourrur t ly  efotmctivm ratem a r e  attached hmrmto and =dm a p a r t  hareof. CCM?UIY 
ahal l  havm tb. r igh t  t o  m ~ d i f y  thm ratmm chmrpad and -8 tmnu and conditioxu 
harmundmz by making unilatmral rat. Lilinga with th appropriatm rmpulatory 
agency. 

4 . 1  ?I= n)IlwnAL am R I I O U I R ~ B .  cuatcmer agrmmm t o  mccapt mmrvicm hmrmundmr in  
accordancm with Ccqaany'a Rmtm 70, am apmcifimd i n  I x h i b i t  *Cm of t h i s  Agra-t 
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for Customer's f i m  requirements delivered through Customer's interruptible 
meter (8). 
4.2 B. In addition to the ratea specified above, Company ohall collect from 
Customer and Customer agrees to pey Company any sales, use, excise, or other auch 
taxes and city fees that are legally effective and applicable to the service 
provided hereunder. 

4.3 REPLhCENENT OR SUPPLEMENTAL ShLES SERVICE. ~nterruptibls retail gas may be 
available at thie location during the time that this hgreement ie in force. 
Customer may request that cvmpany provide interruptible retail gas sales pursuant 
to Raie Schedule - . Service under auch rate ia subject to the availability of 
capacity on Company's system and prior demands ot cuatomern served under Company's 
general service gas rates. 

5 . 0  ASSIGNMgffP. Customer agrees that it will not assign thin hgreement except 
upon written consent of Company. 

E.0 I~~EMNIPICZITION. Cuctomer agrees to indemnify and hold Company hamlens from 
any and all inlury, loss or damage resulting from Customer's negligent or wrongful 
acts under and during the term of this Agreement. Company agrees to indemnify and 
hold Custmrr harmlees from any and all injury, loss or damage zenulting from 
Company's negligent or wrongful acts under and during the term of thin Agreement. 

7.0 INGRESS AND EGRESS. Company is hereby granted rights of ingress and egress, 
at reasonable timed. Lor operating, inspecting and maintaining any of Companyon 
facilities on Customer's premiaea. 

8.0 FORCE HAJEWE. In the event of either Partyqs baing rendered wholly or in 
part by force majeure unable to carry out its obligations under this Agraement, 
then the obligatiom of the Partiee hereto, so far ae they are affected by nuch 
force mojeure, shall be sunpandad during the continuonee of any inability so 
caused. such causes or contingnncieo affecting the performance of thie hgreement 
hy either party, however, shall not relieve it of liability in the event of its 
concurring negligence or in tha event of its failure to uae due diligence to 
rmcdy the situation and remove the cauna in an adequate manner and with all 
reasonable dispatch, nor shall euch causes or contingencies affecting the 
performance of thi. ngreement relieve either phrty from its obligations to make 
paymezts of amount8 then due hercunder. nor shall such cauees or contingencias 
reliave either party of liability unless such party shall give notice and full 
particulars of the same in writing or by telephone to the other party as soon as 
poesible after the occurrence relied on. If volumea of Customer's gas are 
destroyad while in Company's possession by an event of force majeure, the 
obligations of the Pertien under this Agrement shall terminate with reopcct to 
the volumes lost. 

The term *force majeure" as employad herain shall include, but shall not be 
limited to acte of God, strikes, lockouts or other industrial dieturbancan, 
failura to pertorm by any third party, which performance 1s necessary to the 
performance by erthcr Customer or Company under this Agreement, acts of the public 
enmy or terrorints, warn, blockades, insurrections, riotn, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, waehouts, arrest and restraint of 
mlern and pooples. civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden parcial or sudden entire 
failure of Company's gaa supply, failure to obtain materiale and nupplits due to 
governmental regulations, and caucen of like or aimilar kznd, wtlethar herain 
enumerated or not, and not within the control of the Party claiming nunpension, 
and which by the exerciae of due diligence such party is unable to overcone] 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the Party having the dinpute. 
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T b  t a m  atorem mjmure. n muployad bmrain sha l l  a l ro  includm, but ahal l  not be 
limitmd to ,  i nab i l i t y  to  obtain o r  acquire, a t  rmamonablm coat, granta, s m r -  
vitudmm, rights-of-way, p m d t m ,  licmamm, o r  m y  othmr authorixationa from th i rd  
pmrtiam or agurciem (private o r  govmmwnt.1) or i nab i l i t y  to  obtain o r  acquire a t  
rammonrbl* comt nmcmmmary mtmrialm o r  auppliem t o  con8truct. maintain, a d  
opmratm m y  facilitimm rmpuirmd fo r  tho pmrfo-ca of m y  obligatioru und.r thin 
Agrmwmrnt, whmn any much inmbility d i r ec t ly  o r  indirmctly contributma to  o r  
ramultm i n  aithmr Party'. i nab i l i t y  t o  pmrform it. obligatiom. 

9.0 RX(mWT0RY AUTHORITY. This Aprmmmnt i m  aubject t o  a l l  va l id  lmwr, ordmrm, 
rulmm and rmgulationm of any and a11 duly conmtitutmd authoritimm having jurimdic- 
t ion ormr thm aubjact  mrttmr hmrain and i a  mubjact t o  thr  raca ip t  of m y  nmcmmmary 
authorisation f o r  +h. t rmapor ta t ion  n*micm cont.rqplatmd herein. 

1 0 . 0  ILIPORTI??Q RXQUIREWNT8. Cumtonut ahal l  furniah C w a n y  a11 information a* 
mmy b m  rmquirad o r  appropriate t o  coaply with raporking rmquir.nunta of duly 
conmtitutmd euthoritimm having jurimdictien ovar t h r  u t t e r  hmrmin. 

IM WXTXM8 ~ O T ,  the partimm have duly exacutmd thia Agrmemant mm of thm data 
and yaar abwm writtw. 

M o W ~ - D A X O T 1  UTILITIIB CO.,  
A Divimion of M U  Rmmourcm8 
Group X a c .  

Titl.,;:-,-+xr r...:."- : 

~1ammm typm o r  pr in t  tha n-ma bmlor thm signrturm liner.  
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T h i m  docununt i s  m a t t o c b n t  t o  th. O.8 
betwemn Montana-Dmkota Vtil i t ima Co. .nd 
transportation service t o  Custommr's f a c i l  

matomnrla rota1 Interruptiblm Tramportation pumti-r dk par day. 

mat-r bet&y authorisma Cowpu~y t o  furmiah tho shipper any i n f o ~ t i o n  rmleting 
t o  thm voluua and/or cos t  of na tura l  gas Lurni8h.d by Catqpany f o r  uaa by Cuatcnur. 
I h i m  authorisation w i l l  rommin i n  atfmat u n t i l  a writ ton no t i c r  i s  raceived from 
ma  tmmr. 

hcc.ptad and agraad to  t h i s  dry of , lo-. 

YCMTUU-DLlOTA DTILITIK8 C0.n 
A Divimion of M3lU re sour om^ g r o u p ,  Inc. 
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~ ~ e a p t m d  and qr-d t o  t h i m  &y ot 90'. 

YORTAXA-DLXOTA '0I'ILITI.S CO. ,  
A Divi~ion of NDU Ra8ourcmw Orcup, Inc. 
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I hmrmby r-quwmt that thmmm daily o u h m  quantibiwm bm providad to m a  location 
pursuurt t o  r a  apprmmd firm mtural 9.. malrm tar i f f .  

- I,_ i--.l .iJ . . r , - . . . 
(Plaara print  or tygl )  

&grad to  a d  rcemptad by Yontlaa-Dakota Utilitiam Co. t h i w  day of 
' : ::A ....* < ! i& A' %, , 2 0-. 
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ARM GAS SERWCE 
=ENSION AGREEMENT (RATE 120) 

Date Filed: December 30,2002 Effective Date: Service Rendered on and 
after December 2,2003 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs Implemented 

December 4,2003 
Docket No.: NG02-011 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4' Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 21 

Canceling Vol. I Sub. Original Sheet No. 28 
GAS SERVICE ORDER 

Page 1 of 2 

DOS NO. 

OIIWIYEnUIO)IwOUDlDLIlm. DCCWO. 

UUOIIArrllOY*L: w.w UCNIsm R c ( X I m  - ~ n - ~  
C ~ M O * I I Y I  -re8 -m c o n l u m ~  m w m  -vrm-no 
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FACILITIES RELOCATION AGREEMENT 

THIS AGREEMENT is entered into this day of , 19-, by 
and between MONTANA-DAKOTA UTILITIES GO., a Division of MDU Resources Group, Inc. 
(hereinafter 'Montana-Dakota'). and 
whose address is 
(hereinafter 'Requestor'). 

WHEREAS, Requestor desires the relocation of (gas) (electric) facllities by Montana-Dakota 
and Montana-Dakota is willing to relocate the facilities in accordance with the terms and conditions 
of this Agreement; 

NOW, THEREFORE, Montana-Dakota and Requestor agree as follows: 

1. Requestor desires the relocation of (gas) (electric) facilities at the following address: 
- --- 

OrderIGSSOlECO Number 
Date of Request: 
Requestor Billing Address: 

2. The estimated cost of the desired relocation of facilities is 
A deposit of shall be made by Requestor with Montana-Dakota prior 
to relocation work commencing. Upon completion of the relocation work, Montana-Dakota 
shall determine the actual cost of relocation. If the actual cost of relocation exceeds the 
amount of deposit, Requestor shall pay Montana-Dakota the difference between the amount 
of deposit and the actual cost withln 30 days from billing. If the amount of the deposit exceeds 
the actual cost of the relocation, Montana-Dakota shall refund the difference to Requestor 
wlthin 30 days after job completion. If the relocation work has not commenced within 60 days 
from the above Agreement date, this Agreement shall expire and Requestor's deposit shall be 
refunded within 30 days thereafter. 

3. This Agreement shall be binding upon the parties, their respective successors and assigns. 
The assignment of this Agreement by either party shall not relieve such party, without the 
written consent of the other, from any of the obligations undertaken by this Agreement 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date 
above written. 

REQUESTOR MONTANA-DAKOTA UTILITIES CO., 
a Dlvlslon of MDU Resources Group. Inc. 

By: By: 
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WARNING NOTICE 

ADDRESS: 
TOWN: METER: 

We have observed your 
(Nana ot appllnnoe) 

and found an unsafe/unsatisfactory condition due to: 

. This condition can be corrected by= 

IN THE INTEREST OF SAFETY AND GOOD 
SERVICE. YOU ARE URGED TO HAVE YOUR 

LOCAL CONTRACTOR OR 
MONTANA-DAKOTA UTILITIES CO. 

CORRECT THIS CONDlTlON AT ONCE.. 

After the repair or replacement is completed. please notity 
our customer service department at: 1-800-638-3278 - UNSATISFACTORY CONDrrION EQUIPMENT: 

Ll LEFTON . 0 LEFTOFF - UNSAFE CONDITION EOUIPMENT: 
0 SHUT OFF 0 LEFT ON (Explain) 

NOTICE REC'D BY: 
(Customor Signaturr) 

0 Owner 0 Occupant U O t h e r  

MDU By: 
Date: 
Certified Letter Sent (Date): 
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f lGmPARY C o N m P U c n O N  mAT AOP&EMIMT 

BY: 
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Interruptible General Gas Service Agreement 
Request for Firm Natural Gas Sales Service 
Gas Transportation Agreement 
Customers Agreement for Gas Extension 
Gas Service Order 
Facilities Relocation Agreement 
Warning Notice 
Temporary Construction Heat Agreement 

-- 
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Availability: 

In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, fjV.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0.26 per day 

Distribution Delivery Charge: $1.666 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates I00 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, 5V.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.35 per day 
under 500 cubic feet per hour 

For customers with meters rated $0.70 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $1.226 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V. 11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, sV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

Distribution Delivery Charge: 

Cost of Gas: 
Winter - Bills rendered October 1 through May 31 

Summer - Bills rendered June 1 through September 30 

$0.35 per day I 

$0.70 per day 
I 

I 
$1 -226 per dk 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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Rate: 

I /  

21 

Basic Service 
Rate 81 
Rate 82 

Charge: 
$125.00 per month I /  
$225.00 per month 21 

In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.453 $0.1 83 

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
I CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the 
initiation of service under this rate schedule based on the availability of gas 
supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$175.00 per month I 

$0.183 per dk 
$0.090 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V. 11, or any amendments or alterations thereto. 
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5. Interference with Company Property 
6. Relocated Lines 
7. Notification of Leaks 
8. Termination of Gas Service 
9. Reporting Requirement 
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IV. Liability 
1. Continuity of Service 
2. Customer's Equipment 
3. Company Equipment and Use of Service 
4. Indemnification 
5. Force Majeure 

V. General Terms and Conditions 
I. Agreement 
2. Rate Options 
3. Rules for Application of Gas Service 
4. Dispatching 
5. Rules Covering Gas Service to Manufactured Homes 
6. Consumer Deposits 
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V. General Terms and Conditions (cont.) 

I 1. Late Payment 
12. Returned Check Charge 
13. Tax Clause 
14. Utility Customer Services 
15. Utility Services Performed after Normal Business 

Hours 
16. Notice to Discontinue Gas Service 
17, Installing Temporary Metering Facilities or Service 
18. Reconnection Fee for Seasonal or Temporary 

Customers 
19. Discontinuance of Service for Nonpayment of Bills 
20. Discontinuance of Service for Causes other than 

Nonpayment of Bills 
21. Unauthorized Use of Service 
22. Gas Meter Test by Customer Request 
23. Additional Rates Identifying Special Provisions 

Paqe No. 
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PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT - The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. (Montana-Dakota) 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 
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CUSTOMER - Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by the Company at one location and at 
one point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT - The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A family or a group of people who live together. 

INDEBTED HOUSEHOLD - A  group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A cessation of transportation or retail natural gas service 
deemed necessary by the Company. 

NOMINATION - The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public. This includes any rules, regulations, practices or contracts affecting any 
such compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT - The intertie between the Company and the interconnecting 
pipeline(s) at which point the Company assumes custody of the gas being 
transported. 

- - -- -- 

I Date Filed: June 7,2004 Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-- 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
1 Revised Sheet No. 1.4 

Canceling Original Sheet No. I .4 
GENERAL PROVISIONS Rate 100 

Page 5 of 20 

SHIPPER -The party with whom the Pipeline has entered into a service 
agreement with in order to provide transportation services. 

Ill. CUSTOMER OBLIGATIONS: 
1. APPLICATION FOR SERVICE - A customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse an applicant or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any person who uses gas service 
in the absence of an application or contract shall be subject to the Company's 
rates, rules, and regulations and shall be responsible for payment of all service 
used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 
customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. Pursuant to Rate 
100 5 V.6. 

INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates and pressure required for all gas utilization equipment. 
Where system design capacity permits, such customers may be served on a 
firm basis. Where system design capacity is limited, and at the Company's 
sole discretion, the Company will serve all such new customers on an 
interruptible basis only. Architects, contractors, heating engineers and 
installers, and all others should consult with the Company before proceeding 
to design, erect or redesign such installations for the use of natural gas. This 
will insure that such equipment will conform to the Company's ability to 
adequately serve such installations with gas. 

- - -  
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ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

INTERFERENCE WITH COMPANY PROPERTY - The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
the Company's meters or other property or permit same to be done by other 
than the Company's authorized employees or representatives. 

RELOCATED LINES - Where Company facilities are located on a public or 
private utility easement and customer erects or installs a building, over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

NOTIFICATION OF LEAKS - The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

8. TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, 
when vacating their premises. Upon receipt of such notice, the Company will 
read the meter and further liability for service used on the part of the vacating 
customer will cease. 

9. REPORTING REQUIREMENTS - Customer shall furnish the Company all 
information as may be required or appropriate to comply with reporting 
requirements of duly constituted authorities having jurisdiction over the matter 
herein. 

Date Filed: June 7, 2004 Effective Date: 

issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-- 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
1'' Revised Sheet No. 1.6 

Canceling Original Sheet No. 1.6 
GENERAL PROVISIONS Rate 100 

Page 7 of 20 

10. QUALITY OF GAS - The gas tendered to the Company shall conform to the 
applicable quality specifications of the transporting pipeline's tariff. 

IV. LIABILITY: 
1. CONTINUITY OF SERVICE -The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same except when such loss, 
injury, death or damage results from the negligence of the Company. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold the Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
The Company agrees to indemnify and hold customer harmless from any and 
all injury, death, loss or damage resulting from the Company's negligent or 
wrongful acts under and during the term of service. 

5. FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
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suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 
causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in the Company's possession by an event 
of force majeure, the obligations of the parties shall terminate with respect to 
the volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or the Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

RATE OPTIONS - Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in 12 
months unless there is a material change in the customer's load which alters 
the availability and/or applicability of such rate@), or unless a change becomes 
necessary as a result of an order issued by the Commission or a court having 
jurisdiction. The Company will not be required to make any change in a fixed 
term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by the Company to facilitate transportation 
service. The Company will inform customer of any changes in dispatching 
policies that may affect transportation services as they occur. 

5. RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.'s 
offices. 

6. CONSUMER DEPOSITS -The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
Commission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance, which the customer owes 
the Company. Upon termination of a guarantee contract, a new contract or 
a cash deposit may be required by the Company. 

c. The customer may, in lieu of a deposit, be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination of 
service provided all billings for service have been paid. Deposits with 
interest will be refunded to all active customers, after the deposit has been 
held for 12 months, provided prompt payment record, as defined in the 
Commission rules, has been established. 
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7. METERING AND MEASUREMENT: 
a. The Company will meter the volume of natural gas delivered to customer at 

the delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. The 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to the Company before transportation 
service is implemented. 

8. MEASUREMENT UNIT FOR BILLING PURPOSES - The measurement unit 
for billing purposes shall be one ( I )  decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a, An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 

9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of 60 de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
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gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Supercompressibilit~ 
Factors for Natural Gas published by the American Gas Association, Inc., 
copyright 1955, as amended or superseded. Where gas is measured with 
electronic correcting instruments at pressures greater than local sales 
base, supercompressibility will be calculated in the corrector using AGA- 
3lNX-19, as amended, supercompressiblity calculation. For hand-billed 
accounts, application of supercompressibility factors will be waived on 
monthly-billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from highest to lowest: 

Priority 1 - Firm sales service. 
Priority 2 - Small interruptible sales and small interruptible transportation 
services at the maximum rate on a pro rata basis. 
Priority 3 - Large interruptible sales and large interruptible transportation 
services at the maximum rate on a pro rata basis. 
Priority 4 - Small interruptible sales and small interruptible transportation 
services at less than the maximum rate from the highest rate to the lowest 
rate and on a pro rata basis where equal rates are applicable among 
customers. 
Priority 5 - Large interruptible sales and large interruptible transportation 
services at less than the maximum rate from the highest rate to the lowest 
rate and on a pro rata basis where equal rates are applicable among 
customers. 
Priority 6 - Gas scheduled to clear imbalances. 

Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 
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Montana-Dakota reserves the right to provide service to customers with 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales andlor 
transportation of gas according to each customer's original priority. 

I I. LATE PAYMENT - Amounts billed will be considered past due if not paid by 
the due date shown on the bill. An amount equal to 1 % per month will be 
applied to any unpaid balance existing at the immediate subsequent billing 
date, provided however, that such amount shall not apply where a bill is in 
dispute or a formal complaint is being processed. 

All payments received will apply to the customer's account prior to calculating 
the late payment charge. Those payments applied shall satisfy the oldest 
portion of the bill first. 

12. RETURNED CHECK CHARGE - A charge of $20.00 will be collected by the 
Company for each check charged back to the Company by a bank. 

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of the 
Company, there shall be charged pro rata amounts which, on an annual basis, 
shall be sufficient to yield to the Company the full amount of any usage fees or 
any sales, use, franchise or excise taxes, whether they be denominated as 
license taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility operations 
therein. 

The charges to be added to the customers' service bills under this clause shall 
be limited to the customers within the corporate limits of the municipality, 
political subdivision or other entity imposing the tax. 

14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosion calls. 
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2. Investigate hazardous conditions on customer premises, such as gas 
leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the customer's 
premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 

2. Lighting pilots, inspecting, and adjusting gas equipment in connection 
with establishing service when working cut-in orders. 

3. Investigating high bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned gas 
service lines for contractors, builders, plumbers, etc. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS HOURS - 
For service requested by customers after the Company's normal business 
hours, a charge will be made for labor at standard overtime service rates and 
materials at retail prices. Customers requesting service after the Company's 
normal business hours will be informed of the after hour service rate and 
encouraged to have the service performed during normal business hours. 

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to have 
their gas service discontinued shall notify the Company during regular 
business hours, one business day before service is to be discontinued. Such 
notice shall be by letter, personal visit or telephone call to the Company's local 
business office, in communities in which an office is maintained. In other 
communities such notice shall be given to the Company's representative who 
services the community or to the nearest business office. Saturdays, Sundays 
and legal holidays are not considered business days. 
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17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A  
customer requesting a temporary meter installation and service will be charged 
on the basis of direct costs incurred by the Company. 

18. RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMERS - 
A customer who requests reconnection of service, during normal business 
hours at a location where same customer discontinued the same service 
during the preceding 12-month period will be charged the Basic Service 
Charge applicable during the period service was not being used or a minimum 
of $30.00. The minimum will be based on standard overtime rates for 
reconnecting service after normal business hours. 

Transportation customers who cease service and then resume service within 
the succeeding 12 months shall be subject to a reconnection charge of 
$160.00 whenever reinstallation of the remote data acquisition equipment is 
necessary. 

19. DISCONTINUANCE OF SERVICE FOR NONPAYMENT OF BILLS - All 
amounts billed for services are due when rendered and will be considered 
delinquent if not paid by the due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the Commission. 
The Company may collect a fee of $25.00 before restoring gas service which 
has been disconnected for nonpayment of service bills during normal business 
hours. Standard overtime rates will apply for services performed after normal 
business hours. 
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20. DISCONTINUANCE OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS - The Company reserves the right to discontinue 
service for any of the following reasons: 

In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

In the event of tampering with the equipment furnished and owned by the 
Company. 

For violation of, or noncompliance with, the Company's rules on file with 
the Commission. 

For failure of the customer to fulfill the contractual obligations imposed as 
conditions of obtaining service. 

For refusal of reasonable access to property to the agent or employee of 
the Company for the purpose of inspecting the facilities or for testing, 
reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any delay 
on the part of the Company in exercising such rights, or omission of any action 
permissible hereunder, shall not be deemed a waiver of its rights to exercise 
same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation with 
civil authorities, or fraudulent use, tampering with or destroying the Company's 
facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 
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UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is defined 
as any deliberate interference such as tampering with the Company's meter, 
pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service is also defined as reconnection of service that has been 
terminated, without the Company's consent. 

a. Examples of unauthorized use of service includes, but is not limited to, 
tampering or unauthorized reconnection by the following methods: 

I. Bypass piping around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disengaged or removed. 
5. Service or equipment tampered with or piping connected ahead of 

meter. 
6. Tampering with meter or pressure regulator that affects the accurate 

registration of gas usage. 
7. Gas being used after service has been discontinued by the Company. 
8. Gas being used after service has been discontinued by the Company 

as a result of a new customer turning gas on without the proper 
connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1. Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts being 
charged for similar services, equipment, facilities and labor by the 
Company. 
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c. Reconnection of Service: 
Gas service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with the Company's rules and conditions of service, and 
paid any service charges which are due, including: 

1. All delinquent bills, if any. 
2. The amount of any Company revenue loss attributable to said 

tampering. 
3. Expenses incurred by the Company in replacing or repairing the 

meter or other appliance costs incurred in preparation of the bill, 
plus costs as outlined in paragraph 20.b.above; 

4. Reconnection fee applicable. 
5. A cash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with §V, paragraph 6 
CONSUMER DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST - Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Rating 

All 

Deposit Amount 

Residential 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over 1000 CFH 

* Cubic feet per hour 
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The deposit shall be refunded only if the meter is found to have an un- 
acceptable error, as defined in the Commission's regulations. In the case 
where a meter is replaced due to malfunction, a customer will be allowed one 
additional free meter test within 12 months, if requested by the customer. 

23. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate I 19 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator and/or meter for all customers. The D 
service line installed by the Company will remain the Company's property. 

A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the statewide average installed per foot cost. The Company reserves the 
right to charge customer the total cost of the installed service line if service is not 
initiated within 12 months of such installation. 

The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc.) or 
due to a customer request to move a service line, the customer shall be charged 
on the basis of direct costs incurred by the Company. 

Whenever a service line is damaged by the customer or someone under the 
employ of the customer necessitating the service line to be either repaired or 
replaced in whole or in substantial part, such work shall be charged for on a direct 
cost basis. If the damage was caused by independent contractors, not in the 
employ of the customer, the charges shall be billed directly to such contractor. 

Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 
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; -...MONTANA-DAKOTA UTILITIES CO 
Account Number: - 

DISCONNECT NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU. 
OUR VALUED CUSTOMER, BUT YOU MUST TAKE ACTION NOW. 

Servics Address: 

Payment of your service account is now past due. Your service will be 
disconnected on unless your pagt due amount is paid in full 
or satisfactory arrangements are made before this date. I£ service is 
disconnected, payment in full and a reconnect fee of plus 
applicable taxes to restore service during normal working hours, 
plus a deposit or additional deposit of will be required 
before service is restored. 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 
THANK YOU. 

PAST DUE CURRENT ACCTBALANCE 
UTILITY: 
DEPOSIT: $0.00 $0.00. $0.00 

DIRECT INQUIRIES TO: DIRECT UNRESOLVED COMPLAINTS TO: 
MONTANA-DAKOTA UTILITIES CO SD PUBLIC UTILITIES COMMISSION 
PO BOX 1060 600 E CAPITOL 
RAPID CITY SO 67709 PIERRE SD 57501 
1 605 342 01 8 7  1 800 332 1782 

DIRECT PAYMENTS TO: 
MONTANA-DAKOTA UTILITIES CO 
PO BOX 6600 
BISMARCK NO 68506-5600 
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MONTANA-DAKOTA UTILITiES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 
Today we Inspected your gasleiectric service installation. This inspectton has revealed that you are ' 

obtaining unauthorized gadelectric service at the address shown below. Under rules end regulations 

filed with. and approved by. the Public ~ t i l i &  Carnrnlssion of , service can 
be terminated because of thls Irregularity:To avoid discontinuance of service bring thls card to our office, 

no later than , at the address shown below. end we will discuss the 
conditlons under which your gadelectric senrice will not be interrupted. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: CUStOmer. 

Addrass: 
~elephone No.: 

Meter No.: 

Employes: 
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MONTANA-DAKOTA UTILKIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 

Today we inspected Your gaslelecbic service installation and under rules and regulations filed with. and 
approved by, the Public Utility Commission of , we are legally authorized 
to discontinue sarvlca due to an irregularity. In order to have your service restored, bring thls card to our 

off~ce. at the address shown below. and we will discuss the conditions under which gaslelectric service 

may be restored. 

MONTANA-DAKOTA UTILITIES CO. ~ete. 

Address: C~atomer: 

Addra~s: 
Telephone No.: 

Meter No.: 

. Employes: 
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. ' MONTANA-DAKOTA UTILITIES CO 
-. 

FINAL NOTICE 

Account Numbec 

WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER. BUT YOU MUST TAKE ACTION NOW. 

S s w t e  Addrass: 

Date: 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE. 

THIS IS YOUR FINAL NOTIFICATION T ~ ~ A T  YOUR OAS AND/OR ELECTRIC 
SERVICE WILL BE DISCONTINUED IMMEDIATELY - 

Unless your past due amount is paid in full or satisfactory 
arrangements are made in person to the C R E D I T  DEPARTMENT of 
MONTANA-DAKOTA U T I L I T I E S  CO. by 5 :00  p.m. on 

If service is disconnected, payment in full and a reconnect 
fee of to restore service during normal working 
hours plus a deposit or additional deposit of 
will be required before service is restored. 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 
THANK YOU. 

PAST DUE CURRFNT ACCT BAIANCE 
UTILITY: 
DEPOSIT: $0.00 $0.00 SO. 00 

DIRECT INOUlRlES TO: DIRECT UNRESOLVED COMPLAINTS TO: 
MONTANA-DAKOTA UTILITIES CO SD PUBLIC UTILITIES COMMISSION 
PO BOX 1060 600 E CAPITOL 
RAPID CITY SD 57709 PIERRE SD 57601 
1 605 342 0187 1 600 332 1782 
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Availability: 

In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, SV.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0252J per day 

Distribution Delivery Charge: $44351 -666 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.1 I, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, SV.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.3335 per day 
under 500 cubic feet per hour 

For customers with meters rated $0.663 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $443781.226 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V. I 1, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, 5V.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

$0.335 per day 

$O.&~CJ per day 

Distribution Delivery Charge: $%0781.226 per dk 

Cost of Gas: 
Winter - Bills rendered October 1 through . W W  31 Determined Monthly - 

See Rate Summary 
Sheet for Current Rate 

Summer - Bills rendered #+&June 1 through September 30 Determined 
Monthly - See Rate 
Summary Sheet for 
Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, 5V.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the 
initiation of service under this rate schedule based on the availability of gas 
supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$?aB;Q8175.OO per month 

$0477=per d k 
$0.090 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V. 1 1, or any amendments or alterations thereto. 
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Rate: 

11 

21 

Basic Service Charge: 
Rate 81 $125.00 per month 11 
Rate 82 $20040225.00 per month 21 

In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.453 $ O . U ; r B  

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
I. CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 
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Title Paqe No. 

I. Purpose 3 

11. Definitions 3-4 

Ill. Customer Obligations 
1. Application for Service 
2. Input Rating 
3. Access to Customer's Premises 
4. Company Property 
5. Interference with Company Property 
6. Relocated Lines 
7. Notification of Leaks 
8. Termination of Gas Service 
9. Reporting Requirement 

10. Qualitv of Gas - 

IV. Liability 
1. Continuity of Service 
2. Customer's Equipment 
3. Company Equipment and Use of Service 
4. Indemnification 
5. Force Majeure 

V. General Terms and Conditions 
1. Agreement 
2. Rate Options 
3. Rules for Application of Gas Service 
4. Dispatching 
5. Rules Covering Gas Service to Manufactured Homes 
6. Consumer Deposits 
7. Metering and Measurement 
8. Measurement Unit for Billing Purposes 
9. Unit of Volume for Measurement 

10. Priority of Service & Allocation of Capacity 
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Title - Page No. 

v. - General Terms and Conditions(cont.) 

I 1. Late Payment 
12. Returned Check Charge 
13. Tax Clause 
14. Utility Customer Services 
15. Utility Services Performed after Normal Business 

Hours 
16. Notice to Discontinue Gas Service 
17. Installing Temporary Metering Facilities or Service 
18. Reconnection Fee for Seasonal or Temporary 

Customers 
19. €%wwe&mDiscontinuance of Service for 
Nonpayment of Bills 
20. -Discontinuance of Service for Causes 

other than Nonpayment of Bills 
21. Unauthorized Use of Service 
22. Gas Meter Test by Customer Request 
23. Additional Rates Identifying Special Provisions 
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1. 

II. 

PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT - The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. (Montana-Dakota) 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A  reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 
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CUSTOMER -Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by @Company at one location and at 
one point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT - The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A family or a group of people who live together. 

INDEBTED HOUSEHOLD - A group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A cessation of transportation or retail natural gas service 
deemed necessary by mCompany. 

NOMINATION -The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
publicL&This includes any rules, regulations, practices or contracts affecting 
any such compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT - The intertie between thecompany and the interconnecting 
pipeline(s) at which point thecompany assumes custody of the gas being 
transported. 
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SHIPPER - The party with whom the Pipeline has entered into a service 
agreement with in order to providefef-transportation services. 

Ill. CUSTOMER OBLIGATIONS: 
I. APPLICATION FOR SERVICE - A customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse -an applicant or terminate service to a 
customer who fails or refuses to furnish reasonable information requested by 
the Company for the establishment of a service account. Any caskwwperson 
who uses gas service in the absence of anapplication or contract shall be 
subject to the Company's rates, rules, and regulations and shall be 
responsible for payment of all service used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 
customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. Pursuant to Rate 
100 6 V.6. 

INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates and pressure required for all gas utilization equipment. 
Where system design capacity permits, such customers may be served on a 
firm basis. Where system design capacity is limited, and at thecompany's 
sole discretion, thecompany will serve all such new customers on an 
interruptible basis only. Architects, contractors, heating engineers and 
installers, and all others should consult with the Company before proceeding 
to design, erect or redesign such installations for the use of natural gas. This 
will insure that such equipment will conform to the Company's ability to 
adequately serve such installations with gas. 
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3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

4. COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

5. INTERFERENCE WITH COMPANY PROPERTY - The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
the Company's meters or other property or permit same to be done by other - 
than the Company's authorized employees or representatives. 

6. RELOCATED LINES - Where Company facilities are located on a public or 
private utility easement and customer erects or installs a building, over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

7. NOTIFICATION OF LEAKS - The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

8. TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, when 
vacating their premises. Upon receipt of such notice, the Company will read 
the meter and further liability for service used on the part of the vacating 
customer will cease. 

9. &REPORTING REQUIREMENTS - Customer shall furnish -Company all 
information as may be required or appropriate to comply with reporting 
requirements of duly constituted authorities having jurisdiction over the matter 
herein. 
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10. QUALITY OF GAS - The gas tendered to the Companv shall conform to the 
applicable qualitv specifications of the transuortinq pipeline's tariff. 

IV. LIABILITY: 
I. CONTINUITY OF SERVICE -The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same except when such loss, 
iniury, death or damaqe results from the neqliqence of the Companv. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE -The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold @Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
-Company agrees to indemnify and hold customer harmless from any and 
all injury, death, loss or damage resulting from thecompany's negligent or 
wrongful acts under and during the term of service. 

5. FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
suspended during the continuance of any inability so caused. Such causes or 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
Original Sheet No. 1.8 

Canceling Vol. 1 1 Rev. Sheet No. 1.8 
GENERAL PROVISIONS Rate 100 

Page 8 of 20 

contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 
causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in thecompany's possession by an event 
of force majeure, the obligations of the parties shall terminate with respect to 
the volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or &Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 

- - -  
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V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

RATE OPTIONS - Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in &eke2 
months unless there is a material change in the customer's load which alters 
the availability and/or applicability of such rate(s), or unless a change becomes 
necessary as a result of an order issued by the Commission or a court having 
jurisdiction. The Company will not be required to make any change in a fixed 
term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by thecompany to facilitate transportation 
service. Thecompany will inform customer of any changes in dispatching 
policies that may affect transportation services as they occur. 

RULES COVERING GAS SERVICE TO MANUFACTURED HOMES -The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.'s 
offices. 

6. CONSUMER DEPOSITS - The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
s~ommission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance, which the customer owes 
the Company. Upon termination of a guarantee contract, a new contract or 
a cash deposit may be required by the Company. 

c. The customer may, in lieu of a deposit, be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination of 
service provided all billings for service have been paid. Deposits with 
interest will be refunded to all active customers, after the deposit has been 
held for twelve2 months, provided prompt ~avrnent record, as defined in 
the Commission rules, sakAw%y c:c&-has been established. 
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7. METERING AND MEASUREMENT: 
a. Thecompany will meter the volume of natural gas delivered to customer at 

the delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to thecompany before transportation 
service is implemented. 

8. MEASUREMENT UNlT FOR BILLING PURPOSES -The measurement unit 
for billing purposes shall be one ( I )  decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 

9. UNlT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of stxfiym 
degrees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
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gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Supercompressibilitv 
Factors for Natural Gas published by the American Gas Association, Inc., 
copyright 1955, as amended or superseded. Where gas is measured with 
electronic correcting instruments at pressures greater than local sales 
base, supercompressibility will be calculated in the corrector using AGA- 
3lNX-19, as amended, supercompressiblity calculation. For hand billed 
accounts, application of Sgpercompressibility factors-a@s&w& will be 
waived on m~nthly~billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from #highest to Llowest: 
a. Priority 1 - Firm sales service. 
b. Priority 2 - Small interruptible sales and small interruptible transportation 

services at the maximum rate on a pro rata basis. 
c. Priority 3 - Large interruptible sales and large interruptible transportation 

services at the maximum rate on a pro rata basis. 
d. Priority 4 - Small interruptible sales and small interruptible transportation 

services at less than the maximum rate from the highest rate to the lowest 
rate and on a pro rata basis where equal rates are applicable among 
customers. 

e. Priority 5 - Large interruptible sales and large interruptible transportation 
services at less than the maximum rate from the highest rate to the lowest 
rate and on a pro rata basis where equal rates are applicable among 
customers. 

f. Priority 6 - Gas scheduled to clear imbalances. 

Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 
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Montana-Dakota reserves the right to provide service to customers with a- 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

11. LATE PAYMENT - Amounts billed will be considered past due if not paid by 
the due date shown on the bill. An amount equal to 1 % per month will be 
applied to any unpaid balance existing at the immediate subsequent billing 
date, provided however, that such amount shall not apply where a bill is in 
dispute or a formal complaint is being processed.- 

All payments received will apply to the customer's account prior to calculating 
the late payment charge. Those payments applied shall satisfy the oldest 
portion of the bill first. 

12. RETURNED CHECK CHARGE - A  charge of $20.00 will be collected by the 
Company for each check charged back to the Company by a bank. 

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of the 
Company, there shall be charged pro rata amounts which, on an annual basis, 
shall be sufficient to yield to the Company the full amount of any usage fees or 
any sales, use, franchise or excise taxes, whether they be denominated as 
license taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility operations 
therein. 

The charges to be added to the customers' service bills under this clause shall 
be limited to the customers within the corporate limits of the municipality, 
political subdivision or other entity imposing the tax. 

14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosions calls. 
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2. Investigate hazardous conditions on customer premises, such as gas 
leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the customer's 
premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1. Cut-ins and cut-outs. 

2. Lighting pilots, inspecting, and adjusting gas equipment in connection 
with establishing service when working cut-in orders. 

3. lnvestiqatinq #high bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned gas 
service lines for contractors, builders, plumbers, etc. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS HOURS - 
For service requested by customers after the Company's normal business 
hours, a charge will be made for labor at standard overtime service rates and 
materials at retail prices. Customers requesting service after the Company's 
normal business hours will be informed of the after hour service rate and 
encouraged to have the service performed during normal business hours. 

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to have 
their gas service discontinued shall notify the Company during regular 
business hours, one business day before service is to be 
-discontinued. Such notice shall be by letter, personal visit or 
telephone call to the Company's local business office, in communities 
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in which an office is maintained. In other communities such notice shall be 
given to the Company's representative who services the community or to the 
nearest business office. Saturdays, Sundays and legal holidays are not 
considered business days. 

17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A 
customer requesting a temporary meter installation and service will be charged 
on the basis of direct costs incurred by the Company. 

18. RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMERS - 
A customer who requests reconnection of service, durina normal business 
hours at a location where same customer discontinued the same service 
during the preceding 12-month period will be charged the Basic Service 
Charge applicable during the period service was not being used or a minimum 
of $ 3 0 . 0 0 T ( l l r l n n  The minimum will be based on 
standard overtime rates for reconnecting service after normal business hours. 

Transportation customers who cease service and then resume service within 
the succeeding 12 months shall be subject to a reconnection charge of 
$160.00 whenever reinstallation of the remote data acquisition equipment is 
necessary. 

19. -DISCONTINUANCE OF SERVICE FOR NONPAYMENT 
OF BILLS -All amounts billed for services are due when rendered and will be 
considered delinquent if not paid by m d u e  date shown on the bill. If any 
customer shall become delinquent in the payment of amounts billed, such 
service may be discontinued by the Company under the applicable rules of the 
Commission. The Company may collect a fee of $25.00 before restoring gas 
service which has been disconnected for nonpayment of service bills during 
normal business hours. Standard overtime rates will apply for services 
performed after normal business hours. 
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20. -DISCONTINUANCE OF SERVICE FOR CAUSES OTHER 
THAN NONPAYMENT OF BILLS -The Company reserves the right to 
discontinue service for any of the following reasons: 

a. In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

b. In the event of tampering with the equipment furnished and owned by the 
Company. 

c. For violation of, or noncompliance with, the Company's rules on file with 
the Commission. 

d. For failure of the customer to fulfill the contractual obligations imposed as 
conditions of obtaining service. 

e. For refusal of reasonable access to property to the agent or employee of 
the Company for the purpose of inspecting the facilities or for testing, 
reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any delay 
on the part of the Company in exercising such rights, or omission of any action 
permissible hereunder, shall not be deemed a waiver of its rights to exercise 
same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation with 
civil authorities, or fraudulent use, tampering with or destroying& Company2 
facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 
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21. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is defined 
as any deliberate interference such asw- tampering with a& Company2 
meter, pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service --is also defined as reconnection of service? that 
has been terminated, without the Company's consent. 

a. T.gf3esExamples of unauthorized use of service includes, but is not limited 
to, tampering or unauthorized reconnection by the following methods: 

1. Bypass piping around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disengaged or removed. 
5. Service or equipment tampered with or piping connected ahead of 

meter. 
6. Tampering with meter or pressure regulator that affects the accurate 

registration of gas usage. 
7. Gas being used after service has been discontinued by the Company. 
8. Gas being used after service has been discontinued by the Company 

as a result of a new customer turning gas on without the proper 
connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1 Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts being 
charged for similar services, equipment, facilities and labor by the 
Company. 
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c. Reconnection of Service: 
G u s b t ~ ~ G a s  service disconnected for any of the above reasons shall 
be reconnected after a customer has furnished satisfactory evidence 
of compliance with& Company's rules and conditions of service, and 
paid any service charges which are due, including: 

1. All delinquent bills, if any:, 
2. The amount of any Company revenue loss attributable to said 

I l n l t l l . h n r i - l o r ( e t a m ~ e r i n q .  
3. Expenses incurred by the Company in replacing or repairing the meter 

or other appliance, costs incurred in preparation of the bill,plus+md- 
costs &outlined in paragraph &20.bbabove; 

4. Reconnection fee applicable+ixiI 
5. A Gsash deposit, the amount of which will not exceed the maximum 

amount determined in accordance with §V, paragraph 6 CONSUMER 
DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST - Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Ratinq Deposit Amount 

Residential 
All 

Non-Residential 

425 CFH* or less 
426 CFH to I000 CFH 
Over I000 CFH 

* Cubic feet per hour 
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The deposit shall be refunded only if the meter is found to have an un- 
acceptable error, as defined in the Commission's regulations. In the case 
where a meter is replaced due to malfunction, a customer will be allowed one 
additional free meter test within 12 months, if requested by the customer. 

23. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate 119 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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1. The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator andlor meter for all c u s t o m e r s I ~  

nnr( The-service line installed by the Company will 
remain the Company's property. 

2. A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the statewide average installed per foot cost. The Company reserves the 
right to charge customer the total cost of the installed service line if service is not 
initiated within 12 months of such installation. 

3. The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

4. Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc.) or 
due to a customer request to move a service line, the customer shall be charged 
on the basis of direct costs incurred by the Company. 

5. Whenever a service line is damaged by the customer or someone under the 
employ of the customer necessitating the service line to be either repaired or 
replaced in whole or in substantial part, such work shall be charged for on a direct 
cost basis. If the damage was caused by independent contractors, not in the 
employ of the customer, the charges shall be billed directly to such contractor. 

6. Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 
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-...- 

- .-MONTANA-DAKOTA UTILITIES CO 
OM 

Account Number: --_ -- - 
DISCONNECT NOTICE 

WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER. BUT YOU MUST TAKE ACTION NOW. 

Date: 

Service Address: 

- .. .- . __ . -. 

Payment of your service account is now past due. Your service will be 
disconnected on unless your paat due amount is paid in full 
or satisfactory arrangements are made before this date. ~f service is 
disconnected, payment in full and a reconnect fee of plus 
applicable taxes to restore service during normal working hours, 
plus a deposit or additional deposit of will be required 
before service is restored. 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 
THANK YOU. 

PAST DUE CURRENT ACCTBALANCE 
UTILITY: 
DEPOSIT: $0.00 $0.00 $0.00 

PO BOX 1080 
RAPID CITY SO 57709 
1 605 342 01 87 

500 E CAPITOL 
PIERRE SD 57501 
1 800 332 1782 

DIRECT PAYMENTS TO: 
MONTANA-DAKOTA UTILITIES CO 
PO BOX 5600 
BISMARCK NO 58506-5600 
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MONTANA-DAKOTA UTILITIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 
Today we inspected your gaslelectric service installation. This lnspectlon has revealed that you are 

obtaining unauthorized gaslelectric senrice at the address shown below. Undar rules and regulations 

filed with. and approved by. the Public Utility Commission of . service can 
be terminated because of thls lrregularlty. To avold discontinuance of service bring this card to our office. 

no later than , at the address shown below. and we will discuss the 
conditions under which your gaslelectric service will not be Interrupted. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customec 

Addnss: 
~elephone No.: 

Meter No.: 

Employee: 
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400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 8.1 

DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS 

MONTANA-DAKOTA UTILITIES CO. 
DISCONTlNUANCE NOTICE 

NOTICE TO CUSTOMER: 
Today we inspected your gas/electrfc se&e /nstallatlon and under rules and regulations filed with, and 

approved by. the Public Utility Commission of , we are legally authorized 
to dlsconunue service due to an irregularity. In order to have your servlce restored. bring this card to our 

office, at the address shown below, and We will dlscuss the conditions under which gas/electric service 

may be restored. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customsf= 

Add-: 
Telephone No.: 

Meter No.: 

Ernployeec 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: 
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4 e 400 N 4th Street v w  
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State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 12 

Canceling Vol. I original Sheet No. 15 

Page 1 of 1 

FORM ADVUNG PROpEBTY 0- IS V A C m  
IN PROE&BP: 

. FOR YOUR IIUFORMATION 

Account . 

localion: 

MONTANA-DAKOTA UTIUTIES ca 

'By: 

Y E W  - Euo#mCw 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 
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GUARANTEE OF PAYMENT FOR NATURAL GAS AND/OR ELECTRIC 
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Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 16 

FINAL NOTICE PRIOR TO DISCONNECT 
Page I of 1 

Account Number: - ....... -- 
... 

FINAL NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER: BUT YOU MUST TAKE ACTION NOW. 

Date: 

Service Address: 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE. 

THIS IS YOUR FINAL NOTIFICATION THAT YOUR GAS AND/OR ELECTRIC 
SERVICE WILL BE DlSCONTlNUED IMMEDIATELY - 

unless your past due amount is paid in full or satisfactoq 
arrangements are made in person to the CREDIT DEPARTMENT of 
MONTANA-DAKOTA U T I L I T I E S  CO. by 5:00 p.m. on 

If service is disconnected, payment In full and a reconnect 
fee of to restore service during normal working 
hours plus a deposit or additional deposit of 
will be required before service is restored. 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 
THANK YOU. 

PAST DUE CURRFNT ACCT BALANCE 
UTILITY: 
DEPOSIT: $0.00 $0.00 $0.00 

- 

DIRECT INDUlRlES TO: DIRECT UNRESOLVED COMPLAINTS TO: 
MONTANA-DAKOTA UTILITIES CO SD PUBUC UTILITIES COMMISSION 
PO BOX 1060 5 W  E CAPITOL 
RAPID CITY SD 57709 PIERRE SD 57501 
1 605 342 0187 1 800  332 1782 

Date Filed: Effective Date: 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: 
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sets - and Other Debit 
Utility Plant 

MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

DECEMBER 31,2002 AND 
DECEMBER 31,2003 

Construction Work in Progress 
Less Acc. Provision for Depreciation and Amortization 

Net Utility Plant 
Gas Stored Underground - Noncurrent 

Other Propertv and lnvestments 
Nonutility Property 
(Less) Accum. Prov. for Depr. And Amort. 
Investment in Subsidiary Companies 
Other investments 

Net Other Property and lnvestments 

Current and Accrued Assets 
Cash 
Special Deposits 
Working Fund 
Temporary Cash lnvestments 
Customer Accounts Receivable 
Other Accounts Receivable 
(Less) Accum.Prov. For Uncollectible Acct. - Credit 
Accounts Receivable from Assoc.Companies 
Fuel Stock 
Plant Materials and Operating Supplies 
Merchandise 
Gas Stored Underground - Current 
Prepayments 
Interest and Dividends Receivable 
Accured Utility Revenues 
Miscellaneous Current and Accrued Assets 

Total Current and Accrued Assets 

Deferred Debits 
Unamortized Debt Expenses 
Other Regulatory Assets 
Prelim. Survey and Investigation Charges (Electric) 
Clearing Accounts 
Miscellaneous Deferred Debits 
Unamortized Loss on Reaquired Debt 
Accumulated Deferred Income Taxes 
Unrecovered Purchased Gas Costs 

Total Deferred Debits 

Total Assets and Other Debits 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

DECEMBER 31,2002 AND 
DECEMBER 31,2003 

Liabilities and Other Credits 
Proprietary Capital 
Common Stock Issued 
Preferred Stock Issued 
Premium on Capital Stock 
(Less) Capital Stock Expense 
Retained Earnings 
Unappropriated Undistributed Sub Earnings 
Accumulated Other Comprehensive Income 

Total Proprietary Capital 

Lons-Term Debt 
Bonds 
Other Long-Term Debt 
(Less) Unamortized Discount on Long-Term Debt-Debit 

Total Long-Term Debt 

Other Noncurrent Liabilities 
Accumulated Provision for lnjuiries and Damages 
Accumulated Provision for Pensions and Benefits 
Accumulated Provision for Rate Refunds 
Asset Retirement Obligations 

Total Other Noncurrent Liabilities 

Current and Accrued Liabilities 
Notes Payable 
Accounts Payable 
Accounts Payable to Associated Companies 
Customer Deposits 
Taxed Accrued 
Interest Accrued 
Dividends Declared 
Tax Collections Payable 
Miscellaneous Current and Accrued Liabilities 

Total Current and Accrued Assets 

Deferred Debits 
Customer Advances for Construction 
Accumulated Deferred Investment Tax Credit 
Other Deferred Credits 
Other Regulatory Liabilities 
Accumulated Deferred Income Taxes 

Total Deferred Credits 

Total Liabilities and Equity 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

MARCH 31,2003 AND 
MARCH 31,2004 

Assets and Other Debits 
Utility Plant 
Construction Work in Progress 
Less Acc. Provision for Depreciation and Amortization 

Net Utility Plant 
Gas Stored Underground - Noncurrent 

Other Property and lnvestments 
Nonutility Property 
(Less) Accum. Prov. for Depr. And Amort. 
Investment in Subsidiary Companies 
Other investments 

Net Other Property and lnvestments 

Current and Accrued Assets 
Cash 
Special Deposits 
Working Fund 
Temporary Cash lnvestments 
Customer Accounts Receivable 
Other Accounts Receivable 
(Less) Accum.Prov. For Uncollectible Acct. - Credit 
Accounts Receivable from Assoc.Companies 
Fuel Stock 
Plant Materials and Operating Supplies 
Merchandise 
Stores Expense Undistributed 
Gas Stored Underground - Current 
Prepayments 
Accured Utility Revenues 
Miscellaneous Current and Accrued Assets 

Total Current and Accrued Assets 

Deferred Debits 
Unamortized Debt Expenses 
Other Regulatory Assets 
Prelim. Survey and Investigation Charges (Electric) 
Clearing Accounts 
Miscellaneous Deferred Debits 
Unamortized Loss on Reaquired Debt 
Accumulated Deferred Income Taxes 
Unrecovered Purchased Gas Costs 

Total Deferred Debits 

Total Assets and Other Debits 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED BALANCE SHEET 

MARCH 31,2003 AND 
MARCH 31,2004 

Liabilities and Other Credits 
Proprietarv Ca~ital  
Common Stock Issued 
Preferred Stock Issued 
Premium on Capital Stock 
(Less) Capital Stock Expense 
(Less) Reacquired Capital Stock 
Retained Earnings 
Unappropriated Undistributed Sub Earnings 
Accumulated Other Comprehensive Income 

Total Proprietary Capital 

Lonq-Term Debt 
Bonds 
Other Long-Term Debt 
(Less) Unamortized Discount on Long-Term Debt-Debit 

Total Long-Term Debt 

Other Noncurrent Liabilities 
Accumulated Provision for lnjuiries and Damages 
Accumulated Provision for Pensions and Benefits 
Accumulated Provision for Rate Refunds 
Asset Retirement Obligations 

Total Other Noncurrent Liabilities 

Current and Accrued Liabilities 
Notes Payable 
Accounts Payable 
Accounts Payable to Associated Companies 
Customer Deposits 
Taxed Accrued 
Interest Accrued 
Dividends Declared 
Tax Collections Payable 
Miscellaneous Current and Accrued Liabilities 

Total Current and Accrued Assets 

Deferred Debits 
Customer Advances for Construction 
Accumulated Deferred Investment Tax Credit 
Other Deferred Credits 
Other Regulatory Liabilities 
Accumulated Deferred Income Taxes 

Total Deferred Credits 

Total Liabilities and Equity 





NOTE 1 
Summary of Significant Accounting Policies 
Basis of presentation 
The consolidated financial statements of MDU Resources Group, Inc. and its subsidiaries 
(Company) include the accounts of the following businesses: electric, natural gas 
distribution, utility services, pipeline and energy services, natural gas and oil 
production, construction materials and mining, and independent power production and othe~ 
The electric, natural gas distribution, and pipeline and energy services businesses are 
substantially all regulated. Utility services, natural gas and oil production, 
construction materials and mining, and independent power production and other are 
nonregulated. For further descriptions of the Company's businesses, see Note 14. The 
statements also include the ownership interests in the assets, liabilities and expenses ( 

two jointly owned electric generation stations. 

Name of Respondent 

MDU Resources  Group, Inc. 

The Company uses the equity method of accounting for certain investments including its 4! 
percent interest in MPX Participacoes, Ltda. (MPX), which was formed to develop electric 
generation and transmission, steam generation, power equipment and coal mining projects : 
Brazil. For more information on the Company's equity investments, see new accounting 
standards in Note 1, as well as Note 2. 

The Company's regulated businesses are subject to various state and federal agency 
regulation. The accounting policies followed by these businesses are generally subject I 
the Uniform System of Accounts of the Federal Energy Regulatory Commission (FERC). Thesc 
accounting policies differ in some respects from those used by the Company's nonregulatet 
5.usinesses. 

NOTES T O  FINANCIAL STATEMENTS (Continued) 

This Report is: 
(1) X An Original 
(2) - A Resubmission 

The Company's regulated businesses account for certain income and expense items under tht 
provisions of Statement of Financial Accounting Standards (SFAS) No. 71, "Accounting for 
$he Effects of Regulation." SFAS No. 71 requires these businesses to defer as regulator] 
assets or liabilities certain items that would have otherwise been reflected as expense ( 

&come, respectively, based on the expected regulatory treatment in future rates. The 
eFpected recovery or flowback of these deferred items generally is based on specific 
$atemaking decisions or precedent for each item. Regulatory assets and liabilities are 
being amortized consistently with the regulatory treatment established by the FERC and tl 
applicable state public service commissions. See Note 4 for more information regarding 
the nature and amounts of these regulatory deferrals. 

Prior to the sale of the Company's coal operations in 2001, as discussed in Note 14, 
intercompany coal sales, which were made at prices approximately the same as those chargt 
to others, and the related utility fuel purchases were not eliminated in accordance with 
the provisions of SFAS No. 71. All other significant intercompany balances and 
transactions have been eliminated in consolidation. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Cash and cash equivalents 
The Company considers all highly liquid investments purchased with an original maturity ( 

three months or less to be cash equivalents. 

Year of Repor 

Dec 31,2003 

Allowance for doubtful accounts 
The Company's allowance for doubtful accounts as of December 31, 2003 and 2002, was $8.1 
million and $8.2 million, respectively. 

Natural gas in underground storage 
Natural gas in underground storage for the Company's regulated operations is carried at 
cost using the last-in, first-out method. The portion of the cost of natural gas in 
underground storage expected to be used within one year was included in inventories and 
amounted to $19.6 million at December 31, 2003, and $18.2 million at December 31, 2002. 
The remainder of natural gas in underground storage was included in other assets and was 
$42.6 million at December 31, 2003, and $42.2 million at December 31, 2002. 

~FERC FORM NO. 1 (ED. 12-88) Page 123.1 



Inventories 
Inventories, other than natural gas in underground storage for the Company's regulated 
operations, consisted primarily of aggregates held for resale of $54.7 million and $39.6 
million, materials and supplies of $27.2 million and $23.0 million, and other inventories 
of $12.6 million and $12.3 million, as of December 31, 2003 and 2002, respectively. Thesr 
inventories were stated at the lower of average cost or market. 

Name of Respondent 

MDU Resources Group, Inc. 

Property, plant and equipment 
Additions to property, plant and equipment are recorded at cost when first placed in 
service. Acquired aggregate reserves at the Company's construction materials and mining 
business are classified based on type of ownership. Owned mineral rights are classified 
as property, plant and equipment, whereas leased mineral rights are classified as other 
intangible assets, net. For more information on other intangible assets, net, see Note 3, 
When regulated assets are retired, or otherwise disposed of in the ordinary course of 
business, the original cost of the asset is charged to accumulated depreciation. With 
respect to the retirement or disposal of all other assets, except for natural gas and oil 
production properties as described in natural gas and oil properties in Note 1, the 
resulting gains or losses are recognized as a component of income. The Company is 
permitted to capitalize an allowance for funds used during construction (AFUDC) on 
regulated construction projects and to include such amounts in rate base when the related 
facilities are placed in service. In addition, the Company capitalizes interest, when 
applicable, on certain construction projects associated with its other operations. The 
amount of AFUDC and interest capitalized was $7.4 million, $7.6 million and $6.6 million 
in 2003, 2002 and 2001, respectively. Generally, property, plant and equipment are 
depreciated on a straight-line basis over the average useful lives of the assets, except 
for depletable reserves, which are depleted based on the units-of-production method based 
on recoverable deposits, and natural gas and oil production properties, which are 
amortized on the units-of-production method based on total reserves. 

Property, plant and equipment at December 31, 2003 and 2002, was as follows: 
Estimated 

Depreciable 
Life 

2003 2002 in Years 
(Dollars in thousands, as applicable) 

Regulated: 
Electric : 
Electric generation, distribution 
and transmission plant $ 639,893 $ 619,230 4 -50 

Natural gas distribution: 
Natural gas distribution plant 252,591 244,930 4-40 

Pipeline and energy services: 
Natural gas transmission, 
gathering and storage 
facilities 340,841 262,971 3-70 

Nonregulated: 
Utility services: 
Land 2,505 2,601 - - - 
Buildings and improvements 10,123 8,768 10-40 
Machinery, vehicles and equipment 58,843 54,833 2-10 
Other 5,400 4,458 3 -10 

Pipeline and energy services: 
Natural gas gathering 
and other facilities 119,613 108,179 3-20 
Energy services 1,339 1,270 3-15 

Natural gas and oil production: 
Natural gas and oil properties 862,839 748,843 (a) 

I Other 8,518 6,945 5-7 
Construction materials and mining: 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Year of Report 

Dec 31,2003 



Land 
Buildings and improvements 
Machinery, vehicles and equipment 
Construction in progress 
Depletable reserves 

Independent power production and 
other: 
Electric generation 
Construction in progress 
Land 
Other 

Less accumulated depreciation, 
depletion and amortization 

Net property, plant and equipment 

Name of Respondent 

MDU Resources Group, Inc. 

(a) Amortized on the units-of-production method based on total proved reserves at an Mc 
equivalent rate of $.89, $.80, and $.78 for the years ended December 31, 2003, 200; 
and 2001, respectively. Includes natural gas and oil production properties 
accounted for under the full-cost method, of which $104,339 and $145,692 were 
excluded from amortization at December 31, 2003 and 2002, respectively. 

(b) Depleted based on the units-of-production method based on recoverable deposits. 

Impairment of long-lived assets 
The Company reviews the caxcying values of its long-lived assets, excluding goodwill, 
whenever events or changes in circumstances indicate that such carrying values may not be 
recoverable. The determination of whether an impairment has occurred is based on an 
estimate of undiscounted future cash flows attributable to the assets, compared to the 
carrying value of the assets. If an impairment has occurred, the amount of the impairme1 
recognized is determined by estimating the fair value of the assets and recording a loss 
if the carrying value is greater than the fair value. No long-lived assets have been 
impaired and, accordingly, no impairment losses have been recorded in 2003, 2002 and 2001 
Unforeseen events and changes in circumstances could require the recognition of other 
impairment losses at some future date. 

NOTES TO FINANCIAL STATEMENTS (Continued) 

This Report is: 
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Goodwill 
Goodwill represents the excess of the purchase price over the fair value of identifiable 
net tangible and intangible assets acquired in a business combination. On January I., 
2002, the Company adopted SFAS No. 142, I1Goodwill and Other Intangibles," and ceased 
amortization of its goodwill. Goodwill is required to be tested for impairment annually 
or more frequently if events or changes in circumstances indicate that goodwill. may be 
impaired. In accordance with SFAS No. 142, the Company performed its transitional 
goodwill impairment testing as of January 1, 2002, and performed its annual goodwill 
impairment testing as of October 31, 2003 and 2002, and determined that no impairments 
existed at those dates. Therefore, no impairment loss has been recorded for the years 
ended December 31, 2003 and 2002. For more information on goodwill, see Note 3. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Natural gas and oil properties 
The Company uses the full-cost method of accounting for its natural gas and oil productic 
activities. Under this method, all costs incurred in the acquisition, exploration and 
development of natural gas and oil properties are capitalized and amortized on the 
units-of-production method based on total proved reserves. Any conveyances of properties 
including gains or losses on abandonments of properties, are treated as adjustments to th 
cost of the properties with no gain or loss recognized. Capitalized costs are subject to 
a "ceiling testu that limits such costs to the aggregate of the present value of future 
net revenues of proved reserves based on single point-in-time spot market prices, as 
mandated under the rules of the Securities and Exchange Commission, and the lower of cost 
or fair value of unproved properties. Future net revenue is estimated based on 
end-of-quarter spot market prices adjusted for contracted price changes. If capitalized 
costs exceed the full-cost ceiling at the end of any quarter, a permanent noncash 

Year of Repor 

Dec 3?, 2003 
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write-down is required to be charged to earnings in that quarter unless subsequent price 
changes eliminate or reduce an indicated write-down. 

Name of Respondent 

MDU Resources Group, Inc. 

At December 31, 2003 and 2002, the Company's full-cost ceiling exceeded the Company's 
capitalized cost. However, sustained downward movements in natural gas and oil prices 
subsequent to December 31, 2003, could result in a future write-down of the Company's 
natural gas and oil properties. 

The following table summarizes the Company's natural gas and oil properties not subject tc 
amortization at December 31, 2003, in total and by year in which such costs were incurred: 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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Year Costs Incurred 
2000 

Total 2003 2002 2001 and prior 

(In thousands) 
Acquisition $ 48,355 $ 630 $ 17,108 $ - - - $30,617 
Development 39,160 28,351 5,120 - - -  5,689 
Exploration 4,885 4,828 - - - 2 3 3 4 
Capitalized interest 11,939 5,642 6,297 - - -  - - -  
Total costs not subject 
to amortization $104,339 $39,451 $ 28,525 $ 23 $ 36,340 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Costs not subject to amortization as of December 31, 2003, consisted primarily of lease 
acquisition costs, unevaluated drilling costs and capitalized interest associated with 
coalbed development in the Powder River Basin of Montana and Wyoming. The Company expect: 
that the majority of these costs will be evaluated over the next three- to five-year 
period and included in the amortization base as the properties are developed and evaluatec 
and proved reserves are established or impairment is determined. 

Year of Report 

Dec 31,2003 

Revenue recognition 
Revenue is recognized when the earnings process is complete, as evidenced by an agreement 
between the customer and the Company, when delivery has occurred or services have been 
rendered, when the fee is fixed or determinable and when collection is probable. The 
Company recognizes utility revenue each month based on the services provided to all 
utility customers during the month. The Company recognizes construction contract revenue 
at its construction businesses using the percentage-of-completion method as discussed 
later. The Company recognizes revenue from natural gas and oil production activities on11 
on that portion of production sold and allocable to the Company's ownership interest in 
the related well. Revenues at the independent power production operations are recognized 
based on electricity delivered and capacity provided, pursuant to contractual commitments 
The Company recognizes all other revenues when services are rendered or goods are 
delivered. 

percentage-of-completion method 
The Company recognizes construction contract revenue from fixed price and modified fixed 
price construction contracts at its construction businesses using the 
percentage-of-completion method, measured by the percentage of costs incurred to date to 
estimated total costs for each contract. Costs in excess of billings on uncompleted 
contracts of $31.8 million and $19.4 million for the years ended December 31, 2003 and 
2002, respectively, represents revenues recognized in excess of amounts billed and was 
included in receivables, net. Billings in excess of costs on uncompleted contracts of 
$20.4 million and $24.5 million for the years ended December 31, 2003 and 2002, 
respectively, represents billings in excess of revenues recognized and was included in 
accounts payable. Also included in receivables, net were amounts representing balances 
billed but not paid by customers under retainage provisions in contracts that amounted to 
$34.3 million and $25.6 million as of December 31, 2003 and 2002, respectively, which are 
expected to be paid within one year or less. 
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Name of Respondent 

Derivative instruments 
The Company's policy allows the use of derivative instruments as part of an overall enerc 
price, foreign currency and interest rate risk management program to efficiently manage 
and minimize commodity price, foreign currency and interest rate risk. The Company's 
policy prohibits the use of derivative instruments for speculating to take advantage of 
market trends and conditions and the Company has procedures in place to monitor compliant 
with its policies. The Company is exposed to credit-related losses in relation to 
derivative instruments in the event of nonperformance by counterparties. The Company's 
policy requires settlement of natural gas and oil price derivative instruments monthly a] 
all interest rate derivative transactions must be settled over a period that will not 
exceed 90 days, and any foreign currency derivative transaction settlement periods may nc 
exceed a 12-month period. The Company has policies and procedures that management 
believes minimize credit-risk exposure. These policies and procedures include an 
evaluation of potential counterparties' credit ratings and credit exposure limitations. 
Accordingly, the Company does not anticipate any material effect to its financial positit 
or results of operations as a result of nonperformance by counterparties. 

Advertising 
The Company expenses advertising costs as incurred and the amount of advertising expense 
for the years 2003, 2002 and 2001, was $3.9 million, $3.4 million and $2.9 million, 
respectively. 

This Report is: 
(1) X An Original 

Natural gas costs recoverable or refundable through rate adjustments 
Under the terms of certain orders of the applicable state public service commissions, thl 
Company is deferring natural gas commodity, transportation and storage costs that are 
greater or less than amounts presently being recovered through its existing rate 
schedules. Such orders generally provide that these amounts are recoverable or refundab 
through rate adjustments within a period ranging from 24 months to 28 months from the ti 
such costs are paid. Natural gas costs recoverable through rate adjustments amounted to 
$10.5 million at December 31, 2003, which is included in prepayments and other current 
assets. Natural gas costs refundable through rate adjustments amounted to $2.4 million 
December 31, 2002, which is included in other accrued liabilities. 

Insurance 
Certain subsidiaries of the Company are insured for workers1 compensation losses, subjec 
to deductibles ranging up to $500,000 per occurrence. Automobile liability and general 
liability losses are insured, subject to deductibles ranging up to $500,000 per accident 
or occurrence. These subsidiaries have excess coverage on a claims first-made basis 
beyond the deductible levels. The subsidiaries of the Company are retaining losses up t 
the deductible amounts accrued on the basis of estimates of liability for claims incurre 
and claims incurred but not reported. 

Date of Report 
(Mo, Da, Yr) 

Other income - net 
Other income - net consisted of the following: 

Year of Repoli 

Years ended December 31, 

Interest and dividend income 
Earnings from equity method 
investments (Note 2) 
Other income 
Total other income - net 

2003 2 0 02 2001 
(In thousands) 

$ 6,722 $ 8,160 $ 5,734 

Income taxes 
The Company provides deferred federal and state income taxes on all temporary difference 
between the book and tax basis of the Company's assets and liabilities. Excess deferred 
income tax balances associated with the Company's rate-regulated activities resulting fr 
the Companyls adoption of SFAS No. 109, "Accounting for Income Taxes," have been recorde 
as a regulatory liability and are included in other liabilities. These regulatory 
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liabilities are expected to be reflected as a reduction in future rates charged to 
customers in accordance with applicable regulatory procedures. 

Name of Respondent 

MDU Resources Group. Inc. 

The Company uses the deferral method of accounting for investment tax credits and 
amortizes the credits on electric and natural gas distribution plant over various periods 
that conform to the ratemaking treatment prescribed by the applicable state public servicc 
commissions. 

Foreign currency translation adjustment 
The functional currency of the Company's investment in a 220-megawatt natural gas-fired 
electric generating facility in Brazil, as further discussed in Note 2, is the Brazilian 
real.  rans slat ion from the Brazilian real to the U.S. dollar for assets and liabilities 
is performed using the exchange rate in effect at the balance sheet date. Revenues and 
expenses have been translated using the weighted average exchange rate for each month 
prevailing during the period reported. Adjustments resulting from such translations are 
reported as a separate component of other comprehensive income (loss) in common 
stockholders' equity. 
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Transaction gains and losses resulting from the effect of exchange rate changes on 
transactions denominated in a currency other than the functional currency of the reportin! 
entity are recorded in income. 

Common stock split 
On August 14, 2003, the Company's Board of Directors approved a three-for-two common stocl 
split. For more information on the common stock split, see Note 11. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Earnings per common share 
Basic earnings per common share were computed by dividing earnings on common stock by the 
weighted average number of shares of common stock outstanding during the year. Diluted 
earnings per common share were computed by dividing earnings on common stock by the total 
of the weighted average number of shares of common stock outstanding during the year, plu 
the effect of outstanding stock options, restricted stock grants and performance share 
awards. For the years ended December 31, 2003, 2002 and 2001, 209,805 shares, 3,674,925 
shares and 225,945 shares, respectively, with an average exercise price of $24.56, $20.08 
and $24.57, respectively, attributable to the exercise of outstanding options, were 
excluded from the calculation of diluted earnings per share because their effect was 
antidilutive. For the years ended December 31, 2003, 2002 and 2001, no adjustments were 
made to reported earnings in the computation of earnings per share. Common stock 
outstanding includes issued shares less shares held in treasury. 

Year of Report 

Dec 31,2003 

Stock-based compensation 
The Company has stock option plans for directors, key employees and employees. In 2003, 
the Company adopted the fair value recognition provisions of SFAS No. 123, "Accounting fo 
Stock-Based Compensation," and began expensing the fair market value of stock options for 
all awards granted on or after January 1, 2003. Compensation expense recognized for 
awards granted on or after January 1, 2003, for the year ended December 31, 2003, was 
$41,000 (after tax) . 
As permitted by SFAS No. 148, "Accounting for Stock-Based Compensation - Transition and 
Disclosure - an amendment of SFAS No. 123," the Company accounts for stock options grante 
prior to January 1, 2003, under APB Opinion No. 25, "Accounting for Stock Issued to 
Employees." No compensation expense has been recognized for stock options granted prior 
to January 1, 2003, as the options granted had an exercise price equal to the market valu 
of the underlying common stock on the date of the grant. 

Since the Company adopted SFAS NO. 123 effective January 1, 2003, for newly granted 
options only, the following table illustrates the effect on earnings and earnings per 

I common share for the years ended December 31, 2003, 2002 and 2001, as if the Company had 
applied SFAS No. 123 and recognized compensation expense for all outstanding and unvested 
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stock options based on the fair value at the date of grant: 
2003 2002 2001 

(In thousands, except per share amounts) 
Earnings on common stock, as 
reported $ 174,607 $ 147,688 $ 155,087 

Stock-based compensation expense 
included in reported earnings, 
net of related tax effects 4 1 - - -  - - - 

Total stock-based compensation 
expense determined under fair 
value method for all awards, 
net of related tax effects (2,139) (2,862) (3,799) 

Pro forma earnings on common stock $ 172,509 $ 144,826 $ 151,288 

Earnings per common share - -  basic -- 
as reported: . . 
Earnings before cumulative effect 
of accounting change $ 1.64 $ 1.39 $ 1.54 

Cumulative effect of accounting 
change (.07) - - - - -- 

Earnings per common share -- basic $ 1.57 $ 1.39 $ 1.54 

Year of Reporl 

Dec 31,2003 

Earnings per common share - -  basic -- 
pro forma: 
Earnings before cumulative effect 

of accounting change 
Cumulative effect of accounting 
change 

Earnings per common share -- basic 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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12/31/2003 

Name of Respondent 

MDU Resources Group, Inc. 

Earnings per common share -- diluted 
-- as reported: 
Earnings before cumulative effect 

of accounting change 
Cumulative effect of accounting 

change 
Earnings per common share -- 

diluted 
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Earnings per common share - -  diluted 
-- pro forma: 
Earnings before cumulative effect 

of accounting change $ 1.60 1.36 $ 1.49 
Cumulative effect of accounting 
change (.07) - - -  - - -  

Earnings per common share -- 
diluted $ 1.53 $ 1.36 $ 1.49 

For more information on the Company's stock-based compensation, see Note 12. 

Use of estimates 
The preparation of financial statements in conformity with accounting principles general 
accepted in the United States of America requires the Company to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the report 
amounts of revenues and expenses during the reporting period. Estimates are used for 
items such as impairment testing of long-lived assets, goodwill and natural gas and oil 
properties; fair values of acquired assets and liabilities under the purchase method of 
accounting; natural gas and oil reserves; property depreciable lives; tax provisions; 
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uncollectible accounts; environmental and other loss contingencies; accumulated provision 
for revenues subject to refund; costs on construction contracts; unbilled revenues; 
actuarially determined benefit costs; asset retirement obligations; the valuation of 
stock-based compensation; and the fair value of derivative instruments, including the fail 
value of an embedded derivative in a power purchase agreement related to an equity method 
investment in Brazil, as discussed in Note 2. As additional information becomes 
available, or actual amounts are determinable, the recorded estimates are revised. 
Consequently, operating results can be affected by revisions to prior accounting 
estimates. 

Cash flow information 
Cash expenditures for interest and income taxes were as follows: 

Name of Respondent 

MDU Resources Group. Inc. 

Years ended December 31, 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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Interest, net of amount capitalized 
Income taxes 

Year of Report 

Dec 31.2003 

2003 2002 2001 
(In thousands 

$47,474 $37,788 $42,267 
$31,737 $60,988 $75,284 

~eclassifications 
The Consolidated Statements of Income have been reclassified to include additional 
disclosures relating to the components comprising operating revenues and operation and 
maintenance expense. 

Certain other reclassifications have been made in the financial statements for prior year: 
to conform to the current presentation. Such reclassifications had no effect on net 
income or stockholdersr equity as previously reported. 

New accounting standards 
The Company has stock option plans for directors, key employees and employees. In 2003, 
the Company adopted the fair value recognition provisions of SFAS No. 123, and began 
expensing the fair market value of stock options for all awards granted on or after 
January 1, 2003. For a discussion of the effect of the adoption of the fair value 
recognition provisions of SFAS No. 123 on earnings and earnings per share, see stock-base( 
compensation in Note 1. 

In June 2001, the Financial Accounting Standards Board (FASB) approved SFAS No. 143, 
"Accounting for Asset Retirement  obligation^.^ SFAS No. 143 requires entities to record 
the fair value of a liability for an asset retirement obligation in the period in which i' 
is incurred. When the liability is initially recorded, the entity capitalizes a cost by 
increasing the carrying amount of the related long-lived asset. Over time, the liability 
is accreted to its present value each period, and the capitalized cost is depreciated ove: 
the useful life of the related asset. Upon settlement of the liability, an entity either 
settles the obligation for the recorded amount or incurs a gain or loss. SFAS No. 143 is 
effective for fiscal years beginning after June 15, 2002. For more information on the 
adoption of SFAS No. 143, see Note 9. 

In April 2002, the FASB approved SFAS No. 145, I1Rescission of FASB Statements No. 4, 44 
and 64, Amendment of FASB Statement No. 13, and Technical Corrections.I1 FASB No. 4 
required all gains or losses from extinguishment of debt to be classified as extraordinar 
items net of income taxes. SFAS No. 145 requires that gains and losses from 
extinguishment of debt be evaluated under the provisions of APB Opinion No. 30, and be 
classified as ordinary items unless they are unusual or infrequent or meet the specific 
criteria for treatment as an extraordinary item. SFAS No. 145 is effective for fiscal 
years beginning after May 15, 2002. The adoption of SFAS No. 145 did not have a material 
effect on the Company's financial position or results of operations. 

In November 2002, the FASB issued FASB Interpretation No. 45, "Guarantor's Accounting and 
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of 
Others" (FIN 45). FIN 45 clarifies the disclosures to be made by a guarantor in its 
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interim and annual financial statements about its obligations under certain guarantees 
that it has issued. FIN 45 also requires a guarantor to recognize, at the inception of a 
guarantee, a liability for the fair value of the obligation undertaken in issuing certain 
types of guarantees. Certain types of guarantees are not subject to the initial 
recognition and measurement provisions of FIN 45 but are subject to its disclosure 
requirements. The initial recognition and initial measurement provisions of FIN 45 are 
applicable on a prospective basis to guarantees issued or modified after December 31, 
2002, regardless of the guarantor's fiscal year-end. The guarantor's previous accountins 
for guarantees issued prior to the date of the initial application of FIN 45 is not 
required to be revised or restated. The disclosure requirements in FIN 45 are effective 
for financial statements of interim or annual periods ended after December 15, 2002. The 
Company is applying the initial recognition and initial measurement provisions of FIN 45 
to guarantees issued or modified after December 31, 2002. For more information on the 
Company's guarantees and the disclosure requirements of FIN 45, as applicable to the 
Company, see Note 19. 

Name of Respondent 

MDU Resources Group, Inc. 

In April 2003, the FASB issued SFAS No. 149, "Amendment of Statement 133 on Derivative 
Instruments and Hedging Activities." SFAS No. 149 provides clarification on the financiz 
accounting and reporting of derivative instruments, including certain derivative 
instruments embedded in other contracts, and hedging activities; and requires contracts 
with similar characteristics to be accounted for on a comparable basis. SFAS No. 149 is 
generally effective for contracts entered into or modified after June 30, 2003, and for 
hedging relationships designated after June 30, 2003. The adoption of SFAS No. 149 did 
not have a material effect on the Company's financial position or results of operations. 

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments 
with Characteristics of Both Liabilities and Equity." SFAS No. 150 establishes standards 
for how an issuer classifies and measures certain financial instruments with 
characteristics of both liabilities and equity. It requires that an issuer classify a 
financial instrument that is within the scope of SFAS No. 150 as a liability (or an asset 
in some circumstances). SFAS No. 150 is effective for financial instruments entered intc 
or modified after May 31, 2003, and otherwise is effective at the beginning of the first 
interim period beginning after June 15, 2003. The Company will apply SFAS No. 150 to an] 
financial instruments entered into or modified after May 31, 2003. Beginning in 2003, tl 
Company reported its preferred stock subject to mandatory redemption as a liability in 
accordance with SFAS No. 150. The transition to SFAS No. 150 did not have a material 
effect on the Company's financial position or results of operations. 
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In December 2003, the FASB issued FASB Interpretation No. 46 (revised 2003), 
"Consolidation of Variable Interest Entitiesu (FIN 46 (revised)), which revised FASB 
Interpretation No. 46, "Consolidation of Variable Interest Entitiesu (FIN 46). FIN 46 
(revised) clarifies the application of Accounting Research Bulletin No. 51, uConsolidate~ 
Financial Statements," to certain entities in which equity investors do not have the 
characteristics of a controlling financial interest or do not have sufficient equity at 
risk for the entity to finance its activities without additional subordinated support. ; 
enterprise shall consolidate a variable interest entity if that enterprise is the primar 
beneficiary. An enterprise is considered the primary beneficiary if it has a variable 
interest that will absorb a majority of the entity's expected losses, receive a majority 
of the entity's expected residual returns or both. 

FIN 46 (revised) shall be applied to all entities subject to FIN 46 (revised) no later 
than the end of the first reporting period that ends after March 15, 2004. However, an 
entity that applied FIN 46 to an entity prior to the effective date of FIN 46 (revised) 
shall either continue to apply FIN 46 until the effective date of FIN 46 (revised) or 
apply FIN 46 (revised) at an earlier date. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

The Company had evaluated the provisions of FIN 46 and determined that MPX is a variable 
I interest entity. MPX was formed in August 2001, as a result of MDU Brasil Ltda. (MDU 

Brasil), an indirect wholly owned Brazilian subsidiary of the Company, entering into a 

Year of Report 

Dec 31.2003 
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joint venture agreement with a Brazilian firm. MDU Brasil has a 49 percent interest in 
MPX. Although the Company has determined that MPX is a variable interest entity, MDU 
Brasil is not considered the primary beneficiary of MPX because MDU Brasil does not absor2 
a majority of MPX's expected losses, receive a majority of MPXrs expected residual return: 
or both. Therefore, MDU Brasil does not have a controlling financial interest in MPX and 
is not required to consolidate MPX in its financial statements. MPX is being accounted 
for under the equity method of accounting. For more information on this equity method 
investment, see Note 2. The adoption of FIN 46 did not have an effect on the Company's 
financial position or results of operations. The Company will continue to apply FIN 46 
until the effective date of FIN 46 (revised) . 

Name of Respondent 

MDU Resources Group, Inc. 

In December 2003, the FASB issued SFAS No. 132 (revised 2003), "Employers1 Disclosures 
about Pension and Other Postretirement Benefits." SFAS No. 132 (revised 2003) retains thc 
disclosure requirements contained in SFAS No. 132, "Employers1 Disclosures about Pensions 
and Other Postretirement Benefits," and requires additional disclosures about the assets, 
obligations, cash flows and net periodic benefit cost of defined benefit pension plans ant 
other postretirement benefit plans. SFAS No. 132 (revised 2003) is effective for 
financial statements with fiscal years ending after December 15, 2003. The interim-perioc 
disclosures required by SFAS No. 132 (revised 2003) are effective for interim periods 
beginning after December 15, 2003. The Company applied SFAS No. 132 (revised 2003) to it: 
consolidated financial statements issued after December 15, 2003. For more information or 
the Companyls pension and other postretirement benefits, see Note 16. 

In January 2004, the FASB issued FASB Staff Position No. FAS 106-1, llAccounting and 
Disclosure ~equirements Related to the Medicare Prescription Drug, Improvement and 
Modernization Act of 2003." FASB Staff Position No. FAS 106-1 permits a sponsor of a 
postretirement health care plan that provides a prescription drug benefit to make a 
one-time election to defer accounting for the effects of the Medicare Prescription Drug, 
Improvement and Modernization Act of 2003 (2003 Medicare Act). SFAS No. 106, llEmployersl 
~ccounting for Postretirement Benefits Other than Pension,I1 requires enacted changes in 
relevant laws to be considered in current period measurements of postretirement benefit 
costs and accumulated postretirement benefit obligation. The Company provides 
prescription drug benefits to certain eligible employees and has elected the one-time 
deferral of accounting for the effects of the 2003 Medicare Act. These consolidated 
financial statements and accompanying notes do not reflect the effects of the 2003 
Medicare Act on the postretirement benefit plans. The Company intends to analyze the 200: 
Medicare Act, along with the authoritative guidance, when issued, to determine if its 
benefit plans need to be amended and how to record the effects of the 2003 Medicare Act. 
Specific guidance on the accounting for the federal subsidy provided by the 2003 Medicare 
Act is pending and that guidance, when issued, could require the Company to change 
previously reported postretirement benefit information. For more information on the 
Company's postretirement benefits, see Note 16. 
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Com~rehensive income .. 
Comprehensive income is the sum of net income as reported and other comprehensive income 
(loss). The Company's other comprehensive income (loss) resulted from gains and losses oi 
derivative instruments qualifying as hedges, minimum pension liability adjustments and 
foreign currency translation adjustments. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

The components of other comprehensive income (loss), and their related tax effects for th, 
years ended December 31, 2003, 2002 and 2001, were as follows: 

Year of Report 

Dec 31,2003 

2003 2002 2001 
(In thousands) 

Other comprehensive income (loss): 
Net unrealized gain (loss) on 
derivative instruments 

I qualifying as hedges: 
Unrealized loss on derivative 
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instruments at January 1, 
2001, due to cumulative 
effect of a change in 

Name of Respondent 

MDU Resources Group, Inc. 

accounting principle, 
net of tax of $3,970 in 2001 

Net unrealized gain (loss) 
on derivative instruments 
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arising during the period, 
net of tax of $2,132, 
$2,903 and $1,448 in 2003, 
2002 and 2001, respectively 

Less: ~eclassification adjustment 
for gain (loss) on derivative 
instruments included in 
net income, net of tax of $2,903, 
$1,448 and $3,970 in 2003, 2002 
and 2001, respectively 

Net unrealized gain (loss) on 
derivative instruments qualifying 
as hedges 

Minimum pension liability 
adjustment, net of tax of $38 
and $2,876 in 2003 and 2002, 
respectively 

Foreign currency translation 
adjustment 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Total other comprehensive income 
(loss) 

Year of Repor 

Dec 31,2003 

The after-tax components of accumulated other comprehensive income (loss) as of December 
31, 2003, 2002 and 2001, were as follows: 

Net 
Unrealized 

Gain (Loss) on 
Derivative 
Instruments 
Qualifying 
as Hedges 

Balance at December 31, 2001 $ 2,218 
Balance at December 31, 2002 $ (4,541) 
Balance at December 31, 2003 $ (3,335) 

Minimum Foreign 
Pension Currency 

Liability Translation 
Adjustment Adjustment 

(In thousands) 
$ - - -  $ - - -  
$ (4,464) $ (799) 
$ (4,443) $ 249 

Total 
Accumulated 

Other 
Comprehensive 
Income (Loss ) 

NOTE 2 
Equity Method Investments 
The Company has a number of equity method investments, including MPX, which was formed i 
August 2001 when MDU Brasil entered into a joint venture agreement with a Brazilian firn 
MDU Brasil has a 49 percent interest in MPX, which is being accounted for under the equi 
method of accounting, as discussed in Note 1. MPX, through a wholly owned subsidiary, 
owns a 220-megawatt natural gas-fired electric generating facility (Brazil Generating 
Facility) in the Brazilian state of Ceara. At December 31, 2003, MPX has assets of 
approximately $109.6 million and long-term debt of approximately $86.8 million, includir 
a loan of $20.0 million from Centennial Energy Resources International Inc, an indirect 
wholly owned subsidiary of the Company. Petrobras, the Brazilian state-controlled enerc 
company, has agreed to purchase all of the capacity and market all of the Brazil 
Generating Facility's energy. The power purchase agreement with Petrobras expires in Ma 
2008. Petrobras also is under contract to supply natural gas to the Brazil Generating 
Facility during the term of the power purchase agreement. This natural gas supply 
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contract is renewable by a wholly owned subsidiary of MPX for an additional 13 years. The 
functional currency for the Brazil Generating Facility is the Brazilian real. The power 
purchase agreement with Petrobras contains an embedded derivative, which derives its value 
from an annual adjustment factor, which largely indexes the contract capacity payments to 
the U.S. dollar. For the year ended December 31, 2003, the Company's 49 percent share of 
the loss from the change in the fair value of the embedded derivative in the power 
purchase agreement was $11.3 million (after tax). For the year ended December 31, 2002, 
the Company's 49 percent share of the gain from the change in the fair value of the 
embedded derivative in the power purchase agreement was $13.6 million (after tax). The 
Company's 49 percent share of the foreign currency gain resulting from the revaluation of 
the Brazilian real was $2.8 million (after tax) for the year ended December 31, 2003. The 

Name of Respondent 

MDU Resources Group, Inc. 

Company's 49 percent share of the foreign currency loss resulting from devaluation of the 
Brazilian real was $9.4 million (after tax) for the year ended December 31, 2002. The 
Companyfs investment in the Brazil Generating Facility was approximately $25.2 million, 
including undistributed earnings of $4.6 million at December 31, 2003. The Company's 
investment in the Brazil Generating Facility was approximately $27.8 million at December 
31, 2002. 

The Company's share of income from its equity method investments, including MPX, was $6.0 
million, $1.3 million and $154,000 for the years ended December 31, 2003, 2002 and 2001, 
respectively, and was included in other income - net. 
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NOTE 3 
Goodwill and Other Intangible Assets 
On January 1, 2002, in accordance with SFAS No. 142, "Goodwill and Other Intangible 
Assets," the Company ceased amortization of its goodwill recorded in business combinations 
that occurred on or before June 30, 2001. The following information is presented as if 
SFAS No. 142 was adopted as of January 1, 2001. The reconciliation of previously reported 
earnings and earnings per common share to the amounts adjusted for the exclusion of 
goodwill amortization, net of the related income tax effects, for the years ended December 
31, 2003, 2002 and 2001, were as follows: 

2003 2002 2001 
(In thousands, except per share amounts) 

Reported earnings on common stock $ 174,607 $147,688 $ 155,087 
Add: Goodwill amortization, net of tax - - -  - - - 3,649 
Adjusted earnings on common stock $ 174,607 $147,688 $ 158,736 

Reported earnings per common 
share - -  basic 

Add: Goodwill amortization, net of tax 
Adjusted earnings per common 
share - -  basic 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Reported earnings per common 
share - -  diluted 

Add: Goodwill amortization, net of tax 
Adjusted earnings per common 
share -- diluted 

Year of Report 

Dec 31,2003 

The changes in the carrying amount of goodwill for the year ended December 31, 2003, were 
as follows: 

Balance Goodwill Balance 
as of Acquired as of 

January 1, During December 31, 
2003 the Year 2 0 03 

( In thousands ) 
Electric $ - - - $ - - -  $ - - - 
Natural gas 

distribution - - - - - -  - - - 
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Utility services 

Name of Respondent 

MDU Resources Group, Inc. 

Pipeline and energy 
services 

Natural gas and oil 
product ion 

Construction materials 
and mining 

Independent power production 
and other 

Total 
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The changes in the carrying amount of goodwill for the year ended December 31, 2002, werc 
as follows: 

Balance 
as of 

~aniary 1, 
2002 

Date of Report 
(Mo, Da, Yr) 
1213 1 12003 

Goodwill 
Acquired 
During 

the Year 
( In thousands ) 

$ - - -  

Year of Repor 

Dec 31,2003 

Balance 
as of 

December 31, 
2002 

Electric 
Natural gas 

distribution 
Utility services 
Pipeline and energy 

services 
Natural gas and oil 

production 
Construction materials 

and mining 
Independent power production 
and other 

Total 

Other intangible assets at December 31, 2003 and 2002, were as follows: 
2003 2002 
(In thousands) 

Amortizable intangible assets: 
Leasehold rights $ 186,419 $ 172,496 
Accumulated amortization (11,779) (7,494) 

174,640 165,002 

Noncompete agreements 
Accumulated amortization 

Other 
Accumulated amortization 

Unamortizable intangible assets 
Total 

~cquired aggregate reserves at our construction materials and mining business are 
classified based on type of ownership. Owned mineral rights are classified as property, 
plant and equipment, whereas leased mineral rights are classified as leasehold rights in 
other intangible assets, net. 

The unamortizable intangible assets were recognized in accordance with SFAS No. 87, 
I vlEmployersl Accounting for Pensions," which requires that if an additional minimum 

liability is recognized an equal amount shall be recognized as an intangible asset, 

~FERC FORM NO. 1 (ED. 12-88) Page 123.13 



provided that the asset recognized shall not exceed the amount of unrecognized prior 
service cost. The unamortizable intangible asset will be eliminated or adjusted as 
necessary upon a new determination of the amount of additional liability. 

Name of Respondent 

MDU Resources Group, Inc. 

Amortization expense for amortizable intangible assets for the years ended December 31, 
2003 and 2002, was $5.9 million and $3.4 million, respectively. Estimated amortization 
expense for amortizable intangible assets is $6.2 million in 2004, $6.4 million in 2005, 
$5.2 million in 2006, $5.2 million in 2007, $5.2 million in 2008 and $164.3 million 
thereafter. 

SFAS No. 142 discontinues the practice of amortizing goodwill and indefinite lived 
intangible assets and initiates an annual review for impairment. Intangible assets with a 
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determinable useful life will continue to be amortized over that period. The amortization 
provisions apply to goodwill and intangible assets acquired after June 30, 2001. SFAS No. 
141, "Business Combinations," and SFAS No. 142 clarify that more assets should be 
distinguished and classified between tangible and intangible. The Company did not change 
or reclassify contractual mineral rights included in property, plant and equipment related 
to its natural gas and oil production business upon adoption of SFAS No. 142. The Company 
has included such mineral rights as part of property, plant and equipment under the 
full-cost method of accounting for natural gas and oil properties. An issue has arisen 
within the natural gas and oil industry as to whether contractual mineral rights under 
SFAS No. 142 should be classified as intangible rather than as part of property, plant and 
equipment. This accounting matter is anticipated to be addressed by the FASB1s Emerging 
Issues Task Force. The resolution of this matter may result in certain reclassifications 
of amounts in the Consolidated Balance Sheets, as well as changes to Notes to Consolidated 
Financial Statements in the future. The applicable provisions of SFAS No. 141 and SFAS 
No. 142 only affect the balance sheet and associated footnote disclosure, so any 
reclassifications that might be required in the future will not affect the Company's cash 
flows or results of operations. The Company believes that the resolution of this matter 
will not have a material effect on the Company's financial position because the mineral 
rights acquired by its natural gas and oil production business' after the June 30, 2001, 
effective date of SFAS No. 142 were not material. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

NOTE 4 
Regulatory Assets and Liabilities 
The following table summarizes the individual 
and liabilities as of December 31: 

Year of Report 

Dec 31,2003 

Regulatory assets: 
Deferred income taxes 
Natural gas costs recoverable 
through rate adjustments 

Long-term debt refinancing costs 
Plant costs 
Postretirement benefit costs 
Other 

Total regulatory assets 
Regulatory liabilities: 
Plant removal and decommissioning costs 
Reserves for regulatory matters 
Taxes refundable to customers 
Deferred income taxes 
Natural gas costs refundable 
through rate adjustments 

Other 
Total regulatory liabilities 

I 

Net regulatory position 

components of unamortized regulatory assets 

2003 2002 
(In thousands) 
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As of December 31, 2003, substantially all of the Company's regulatory assets, other thai 
certain deferred income taxes, were being reflected in rates charged to customers and arl 
being recovered over the next one to 19 years. 

Name of Respondent 

MDU Resources Group, Inc. 

If, for any reason, the Company's regulated businesses cease to meet the criteria for 
application of SFAS No. 71 for all or part of their operations, the regulatory assets an1 
liabilities relating to those portions ceasing to meet such criteria would be removed frl 
the balance sheet and included in the statement of income as an extraordinary item in thl 
period in which the discontinuance of SFAS No. 71 occurs. 

NOTE 5 
Derivative Instruments 
The Company adopted SFAS No. 133, "Accounting for Derivative Instruments and Hedging 
Activities," as amended, on January 1, 2001. SFAS No. 133 establishes accounting and 
reporting standards requiring that every derivative instrument (including certain 
derivative instruments embedded in other contracts) be recorded on the balance sheet as 
either an asset or liability measured at its fair value. SFAS No. 133 requires that 
changes in the derivative instrument's fair value be recognized currently in earnings 
unless specific hedge accounting criteria are met. Special accounting for qualifying 
hedges allows derivative gains and losses to offset the related results on the hedged it 
in the income statement and requires that a company must formally document, designate an 
assess the effectiveness of transactions that receive hedge accounting treatment. 
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SFAS No. 133 requires that as of the date of initial adoption, the difference between th 
fair market value of derivative instruments recorded on the balance sheet and the previo 
carrying amount of those derivative instruments be reported in net income or other 
comprehensive income (loss), as appropriate, as the cumulative effect of a change in 
accounting principle in accordance with APB Opinion No. 20, I1Accounting Changes.I1 On 
January 1, 2001, the Company reported a net-of-tax cumulative-effect adjustment of $6.1 
million in accumulated other comprehensive loss to recognize at fair value all derivativ 
instruments that are designated as cash flow hedging instruments, which the Company 
reclassified into earnings during the year ended December 31, 2001. The transition to 
SFAS No. 133 did not have an effect on the Company's net income at adoption. 

In the event a derivative instrument being accounted for as a cash flow hedge does not 
qualify for hedge accounting because it is no longer highly effective in offsetting 
changes in cash flows of a hedged item; or if the derivative instrument expires or is 
sold, terminated or exercised; or if management determines that designation of the 
derivative instrument as a hedge instrument is no longer appropriate, hedge accounting 
will be discontinued, and the derivative instrument would continue to be carried at fai~ 
value with changes in its fair value recognized in earnings. In these circumstances, tf 
net gain or loss at the time of discontinuance of hedge accounting would remain in 
accumulated other comprehensive income (loss) until the period or periods during which t 
hedged forecasted transaction affects earnings, at which time the net gain or loss woulc 
be reclassified into earnings. In the event a cash flow hedge is discontinued because j 
is unlikely that a forecasted transaction will occur, the derivative instrument would 
continue to be carried on the balance sheet at its fair value, and gains and losses that 
had accumulated in other comprehensive income (loss) would be recognized immediately in 
earnings. In the event of a sale, termination or extinguishment of a foreign currency 
derivative, the resulting gain or loss would be recognized immediately in earnings. The 
Company's policy requires approval to terminate a derivative instrument prior to its 
original maturity. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

As of December 31, 2003, an indirect wholly owned subsidiary of the Company held 
derivative instruments designated as cash flow hedging instruments. 

Year of Repor 

Dec 31.2003 

Hedging activities 
I The subsidiary of the Company utilizes natural gas and oil price swap and collar 

agreements to manage a portion of the market risk associated with fluctuations in the 
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price of natural gas and oil on the subsidiary's forecasted sales of natural gas and oil 
production. Each of the natural gas and oil price swap and collar agreements was 
designated as a hedge of the forecasted sale of natural gas and oil production. 

Name of Respondent 

MDU Resources Group, Inc. 

On an ongoing basis, the balance sheet is adjusted to reflect the current fair market 
value of the swap and collar agreements. The related gains or losses on these agreements 
are recorded in common stockholders' equity as a component of other comprehensive income 
(loss). At the date the underlying transaction occurs, the amounts accumulated in other 
comprehensive income (loss) are reported in the Consolidated Statements of Income. To the 
extent that the hedges are not effective, the ineffective portion of the changes in fair 
market value is recorded directly in earnings. 

For the years ended December 31, 2003, 2002 and 2001, the subsidiary of the Company 
recognized the ineffectiveness of cash flow hedges, which is included in operating 
revenues for the natural gas and oil price swap and collar agreements. For the years 
ended December 31, 2003, 2002 and 2001, the amount of hedge ineffectiveness recognized was 
immaterial. For the years ended December 31, 2003, 2002 and 2001, the subsidiary did not 
exclude any components of the derivative instruments' gain or loss from the assessment of 
hedge effectiveness and there were no reclassifications into earnings as a result of the 
discontinuance of hedges. 
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Gains and losses on derivative instruments that are reclassified from accumulated other 
comprehensive income (loss) to current-period earnings are included in the line item in 
which the hedged item is recorded. As of December 31, 2003, the maximum term of the 
subsidiary's swap and collar agreements, in which the subsidiary of the Company is hedginc 
its exposure to the variability in future cash flows for forecasted transactions, is 12 
months. The subsidiary of the Company estimates that over the next 12 months net losses 
of approximately $3.3 million will be reclassified from accumulated other comprehensive 
income (loss) into earnings, subject to changes in natural gas and oil market prices, as 
the hedged transactions affect earnings. 

Foreign currency derivative 
MDU Brasil has a 49 percent equity investment in the Brazil Generating Facility, which ha: 
a portion of its borrowings and payables denominated in U.S. dollars. MDU Brasil has 
exposure to currency exchange risk as a result of fluctuations in currency exchange rates 
between the U.S. dollar and the Brazilian real. On August 12, 2002, MDU Brasil entered 
into a foreign currency collar agreement for a notional amount of $21.3 million with a 
fixed price floor of RS3.10 and a fixed price ceiling of RS3.40 to manage a portion of it: 
foreign currency risk. The term of the collar agreement was from August 12, 2002, througl 
February 3, 2003, and the collar agreement settled on February 3, 2003. The foreign 
currency collar agreement was not designated as a hedge and was recorded at fair value on 
the Consolidated Balance Sheets. Gains or losses on this derivative instrument were 
recorded in other income - net. The Company recorded a gain of $39,000 (after tax) on the 
foreign currency collar agreement for the year ended December 31, 2003, and a gain of 
$566,000 (after tax) for the year ended December 31, 2002. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Energy marketing 
The Company had entered into other derivative instruments that were not designated as 
hedges in its energy marketing operations. In the third quarter of 2001, the Company solc 
the vast majority of its energy marketing operations. Net unrealized gains and losses on 
these derivative instruments were not material for the year ended December 31, 2001. 

Year of Report 

Dec 31,2003 

NOTE 6 
Fair Value of Other ~inancial Instruments 
The estimated fair value of the Company's long-term debt and preferred stock subject to 
mandatory redemption is based on quoted market prices of the same or similar issues. As 
discussed in Note 1, the Company, upon adoption of SFAS No. 150 in 2003, began reporting 

I its preferred stock subject to mandatory redemption as a liability. The estimated fair 
values of the Company's natural gas and oil price swap and collar agreements were includec 
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in current liabilities at December 31, 2003 and 2002. The estimated fair value of the 
Company's foreign currency collar agreement was included in current assets at December 3 
2002. The estimated fair values of the Company's natural gas and oil price swap and 
collar agreements and foreign currency collar agreement reflect the estimated amounts thl 
Company would receive or pay to terminate the contracts at the reporting date based upon 
quoted market prices of comparable contracts. 

The estimated fair value of the Company's long-term debt, preferred stock subject to 
mandatory redemption, natural gas and oil price swap and collar agreements and foreign 
currency collar agreement at December 31 was as follows: 

Name of Respondent 

MDU Resources Group, Inc. 

Long-term debt 
Preferred stock 

subject to mandatory 
redemption 

Natural gas and oil 
price swap and 
collar agreements 

Foreign currency 
collar agreement 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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2003 2 0 02 
Carrying Fair Carrying Fair 
Amount Value Amount Value 

(In thousands) 
$ 967,096 $ 1,012,547 $ 841,641 $ 888,066 

Year of Repor 

Dec 31,2003 

The carrying amounts of the Companyls remaining financial instruments included in currenl 
assets and current liabilities (excluding unsettled derivative instruments) approximate 
their fair values because of their short-term nature. 

NOTE 7 
Short-term Borrowings 
MDU Resources Group, Inc . 
At December 31, 2002, $8.0 million of MDU Resources Group, Inc. (MDU Resources) commercic 
paper program borrowings were classified as short-term borrowings. The commercial paper 
borrowings classified as short term were supported by short-term bank lines of credit. 
There were no amounts outstanding under the bank lines of credit at December 31, 2002. 
MDU Resources did not have any short-term bank lines of credit at December 31, 2003. FOI 
more information on MDU Resources1 commercial paper program, see Note 8. 

~nternational operations 
A subsidiary of the Company had a short-term credit agreement that expired in 2003. Undc 
this agreement $12.0 million was outstanding at December 31, 2002. 

NOTE 8 
Long-term Debt and Indenture ~rovisions 
~ong-term debt outstanding at December 31 was as follows: 

2003 2002 
( In thousands ) 

First mortgage bonds and notes: 
Pollution Control Refunding Revenue 

Bonds, Series 1992, 
6.65%, due June 1, 2022 

Secured Medium-Term Notes, 
Series A at a weighted 
average rate of 7.59%, due on 
dates ranging from October 1, 2004 
to April 1, 2012 

Senior Notes, 5.98%, due December 15, 2033 
rota1 first mortgage bonds and notes 
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Senior notes at a weighted 
average rate of 6.24%, due on 
dates ranging from October 30, 2004 
to October 30, 2018 

Commercial paper at a weighted average 
rate of 1.12%, supported by revolving 
credit agreements 

Name of Respondent 

MDU Resources Group, Inc. 

Term credit agreements at a weighted 
average rate of 5.14%, due on dates 
ranging from July 15, 2004 
to December 1, 2013 

Pollution control note obligation, 
6.20%, due March 1, 2004 

Discount 
Total long-term debt 
Less current maturities 
Net long-term debt 

The amounts of scheduled long-term debt maturities for the five years and thereafter 
following December 31, 2003, aggregate $27.6 million in 2004; $70.9 million in 2005; 
$173.2 million in 2006; $105.8 million in 2007; $160.2 million in 2008 and $429.4 million 
thereafter. 
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Certain debt instruments of the Company and its subsidiaries, including those discussed 
below, contain restrictive covenants, all of which the Company and its subsidiaries were 
in compliance with at December 31, 2003. 

MDU Resources Group, Inc . 
MDU Resources has a revolving credit agreement with various banks totaling $90 million at 
December 31, 2003. There were no amounts outstanding under the credit agreement at 
December 31, 2003 and 2002. The credit agreement supports MDU Resources1 $75 million 
commercial paper program. Under the MDU Resources' commercial paper program, $40 million 
was outstanding at December 31, 2003, which was classified as long-term debt, and $58.0 
million was outstanding at December 31, 2002, of which $8.0 million was classified as 
short-term borrowings and $50.0 million was classified as long-term debt. As discussed i 
Note 7, the commercial paper borrowings classified as short term were supported by 
short-term bank lines of credit. The commercial paper borrowings classified as long-term 
debt are intended to be refinanced on a long-term basis through continued MDU Resources 
commercial paper borrowings and as further supported by the credit agreement, which 
expires on July 18, 2006. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

In order to borrow under the MDU Resources credit agreement, MDU Resources must be in 
compliance with the applicable covenants and certain other conditions. The significant 
covenants include maximum leverage ratios, minimum interest coverage ratio, limitation on 
sale of assets and limitation on investments. MDU Resources was in compliance with these 
covenants and met the required conditions at December 31, 2003. 

Year of Report 

Dec 31,2003 

There are no credit facilities that contain cross-default provisions between MDU Resource 
and any of its subsidiaries. 

MDU Resources' issuance of first mortgage debt is subject to certain restrictions imposed 
under the terms and conditions of its Indenture of Mortgage. Generally, those 
restrictions require MDU Resources to pledge $1.43 of unfunded property to the trustee fo 
each dollar of indebtedness incurred under the Indenture and that annual earnings (pretax 
and before interest charges), as defined in the Indenture, equal at least two times its 
annualized first mortgage bond interest costs. Under the more restrictive of the two 
tests, as of December 31, 2003, MDU Resources could have issued approximately $313 millio 

I of additional first mortgage bonds. 
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Approximately $421.2 million of the Company's net electric and natural gas distribution 
properties at December 31, 2003, with certain exceptions, are subject to the lien of the 
Indenture of Mortgage dated May 1, 1939, as supplemented, amended and restated, from the 
Company to The Bank of New York and Douglas J. MacInnes, successor trustee, and are 
subject to the junior lien of the Indenture dated as of December 15, 2003, as 
supplemented, from the Company to The Bank of New York, as trustee. 

Centennial Energy ~oldings, Inc. 
Centennial Energy Holdings, Inc. (Centennial) has two revolving credit agreements with 
various banks that support $275 million of Centennial's $350 million commercial paper 
program. There were no outstanding borrowings under the Centennial credit agreements at 
December 31, 2003 or 2002. Under the Centennial commercial paper program, $32.5 million 
and $101.9 million were outstanding at December 31, 2003 and 2002, respectively. The 

Name of Respondent 

MDU Resources Group, Inc. 

Centennial commercial paper borrowings are classified as long-term debt as Centennial 
intends to refinance these borrowings on a long-term basis through continued Centennial 

This Report is: 
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Date of Report 
(Mo, Da, Yr) 
12/31/2003 

commercial paper borrowings and as further supported by the Centennial credit 
agreements. The Centennial credit agreements are for $137.5 million each. One of these 
agreements expires on September 3, 2004, and allows for subsequent borrowings up to a 
term of one year. The other agreement expires on September 5, 2006. Centennial intends 
to negotiate the extension or replacement of these agreements prior to their maturities. 

Year of Reporl 

Dec 31,2003 
i 

1 

Centennial has an uncommitted long-term master shelf agreement that allows for borrowing! 
of up to $400 million. Under the terms of the master shelf agreement, $384.0 million wal 
outstanding at December 31, 2003, and $360.6 million was outstanding at December 31, 200: 
The amount outstanding under the uncommitted long-term master shelf agreement is include1 
in senior notes in the preceding long-term debt table. 

NOTES TO FINANCIAL STATEMENTS (Continued) 

In order to borrow under Centennial's credit agreements and the Centennial uncommitted 
long-term master shelf agreement, Centennial and certain of its subsidiaries must be in 
compliance with the applicable covenants and certain other conditions. The significant 
covenants include maximum capitalization ratios, minimum interest coverage ratios, minim 
consolidated net worth, limitation on priority debt, limitation on sale of assets and 
limitation on loans and investments. Centennial and such subsidiaries were in compliant 
with these covenants and met the required conditions at December 31, 2003. 

Certain of Centennial's financing agreements contain cross-default provisions. These 
provisions state that if Centennial or any subsidiary of Centennial fails to make any 
payment with respect to any indebtedness or contingent obligation, in excess of a 
specified amount, under any agreement that causes such indebtedness to be due prior to i 
stated maturity or the contingent obligation to become payable, the applicable agreement 
will be in default. Certain of Centennial's financing agreements and Centennial's 
practice limit the amount of subsidiary indebtedness. 

Williston Basin Interstate Pipeline Company 
Williston Basin Interstate Pipeline Company (Williston Basin), an indirect wholly owned 
subsidiary of the Company, has an uncommitted long-term master shelf agreement that a110 
for borrowings of up to $100 million. Under the terms of the master shelf agreement, 
$55.0 million and $30.0 million was outstanding at December 31, 2003 and 2002, 
respectively. 

In order to borrow under Williston Basin's uncommitted long-term master shelf agreement, 
it must be in compliance with the applicable covenants and certain other conditions. Th 
significant covenants include limitation on consolidated indebtedness, limitation on 
priority debt, limitation on sale of assets and limitation on investments. Williston 
Basin was in compliance with these covenants and met the required conditions at December 
31, 2003. 

NOTE 9 
Rsset Retirement Obligations 
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The Company adopted SFAS No. 143 on January 1, 2003, as discussed in Note 1. The Compan 
recorded obligations related to the plugging and abandonment of natural gas and oil well: 
decommissioning of certain electric generating facilities, reclamation of certain 
aggregate properties and certain other obligations associated with leased properties. 
Removal costs associated with certain natural gas distribution, transmission, storage an1 
gathering facilities have not been recognized as these facilities have been determined tc 
have indeterminate useful lives. 

Name of Respondent 

MDU Resources Group, Inc. 

Upon adoption of SFAS No. 143, the Company recorded an additional discounted liability o: 
$22.5 million and a regulatory asset of $493,000, increased net property, plant and 
equipment by $9.6 million and recognized a one-time cumulative effect charge of $7.6 
million (net of deferred income tax benefits of $4.8 million). The Company believes thai 
any expenses under SFAS No. 143 as they relate to regulated operations will be recovered 
in rates over time and accordingly, deferred such expenses as a regulatory asset upon 
adoption. The Company will continue to defer those SFAS No. 143 expenses that it believc 
will be recovered in rates over time. In addition to the $22.5 million liability record1 
upon the adoption of SFAS No. 143, the Company had previously recorded a $7.5 million 
liability related to retirement obligations. 

A reconciliation of the Company's liability for 
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Balance at January 1, 2003 
Liabilities incurred 
Liabilities acquired 
Liabilities settled 
Accretion expense 
Revisions in estimates 
Balance at December 31, 2003 

the year ended December 31 was as follow: 
2003 

(In thousands) 
$29,997 
2,405 
1,803 
(1,555) 
1,906 

77 
$34,633 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

This liability is included in other liabilities. If SFAS No. 143 had been in effect 
during 2002 and 2001, the Company's liability would have been approximately $30.0 millioi 
at December 31, 2002, and $27.0 million at December 31, 2001. 

Year of Repor 

Dec 31,2003 

The fair value of assets that are legally restricted for purposes of settling asset 
retirement obligations at December 31, 2003, was $5.1 million. 

NOTE 10 
Preferred Stocks 
Preferred stocks at December 31 were as follows: 

2003 2002 
(Dollars in thousands ) 

Authorized: 
Preferred - -  
500,000 shares, cumulative, 
par value $100, issuable in series 

Preferred stock A - -  
1,000,000 shares, cumulative, without par 
value, issuable in series (none outstanding) 

Preference - -  
500,000 shares, cumulative, without par 
value, issuable in series (none outstanding) 

Outstanding: 
Subject to mandatory redemption -- 
Preferred - -  
5.10% Series - 13,000 shares in 2002 

Other preferred stock - -  
I 4.508 Series - -  100,000 shares 

4.70% Series - -  50,000 shares 
IFERC FORM NO. 1 (ED. 12-88) Page 123.20 



I MDU Resources Grow. Inc. 1(21 A Resubmission 1 12/31/2003 1 Dec 31.2003 

Name of Respondent 

,. ,- 
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I 

Total preferred stocks 
Less sinking fund requirements 
Net preferred stocks 

This Report is: 
(1 ) X An Original 

As discussed in Note 1, the Company upon adoption of SFAS No. 150 in 2003, began reportir 
its preferred stock subject to mandatory redemption as a liability. Restatement of prio~ 
year information is not permitted under SFAS No. 150. 

The 4.50% Series and 4.70% Series preferred stocks outstanding are subject to redemption, 
in whole or in part, at the option of the Company with certain limitations on 30 days 
notice on any quarterly dividend date at a redemption price, plus accrued dividends, of 
$105 and $102, respectively. 

Date of Report 
(Mo, Da, Yr) 

In the event of a voluntary or involuntary liquidation, all preferred stock series holdei 
are entitled to $100 per share, plus accrued dividends. 

Year of Reporl 

The affirmative vote of two-thirds of a series of the Company's outstanding preferred 
stock is necessary for amendments to the Company's charter or by-laws that adversely 
affect that series; creation of or increase in the amount of authorized stock ranking 
senior to that series (or an affirmative majority vote where the authorization relates tc 
a new class of stock that ranks on parity with such series); a voluntary liquidation or 
sale of substantially all of the Company's assets; a merger or consolidation, with certa: 
exceptions; or the partial retirement of that series of preferred stock when all dividenc 
on that series of preferred stock have not been paid. The consent of the holders of a 
particular series is not required for such corporate actions if the equivalent vote of a: 
outstanding series of preferred stock voting together has consented to the given action 
and no particular series is affected differently than any other series. 

Subject to the foregoing, the holders of common stock exclusively possess all voting 
power. However, if cumulative dividends on preferred stock are in arrears, in whole or : 
part, for one year the holders of preferred stock would obtain the right to one vote per 
share until all dividends in arrears have been paid and current dividends have been 
declared and set aside. 

NOTE 11 
Common Stock 
On August 14, 2003, the Company's Board of Directors approved a three-for-two common st01 
split to be effected in the form of a 50 percent common stock dividend. The additional 
shares of common stock were distributed on October 29, 2003, to common stockholders of 
record on October 10, 2003. Common stock information appearing in the accompanying 
consolidated financial statements has been restated to give retroactive effect to the 
stock split. Additionally, preference share purchase rights have been appropriately 
adjusted to reflect the effects of the split. 

At the Annual Meeting of Stockholders held on April 23, 2002, the Company's common 
stockholders approved an amendment to the Certificate of Incorporation increasing the 
authorized number of common shares from 150 million shares to 250 million shares with a 
par value of $1.00 per share. 

The Company's Dividend Reinvestment and Direct Stock Purchase Plan (Stock Purchase Plan) 
provides interested investors the opportunity to make optional cash investments and to 
reinvest all or a percentage of their cash dividends in shares of the Company's common 
stock. The Company's 401(k) Retirement Plan (K-Plan) is partially funded with the 
Company's common stock. Since January 1, 2001, the Stock Purchase Plan and K-Plan, with 
respect to Company stock, have been funded by the purchase of shares of common stock on 
the open market. At December 31, 2003, there were 12.1 million shares of common stock 

I reserved for original issuance under the Stock Purchase Plan and K-Plan. 
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I NOTES TO FINANCIAL STATEMENTS (Continued) 
MDU Resources Group, Inc. 

In November 1998, the Company's Board of Directors declared, pursuant to a stockholders' 
rights plan, a dividend of one preference share purchase right (right) for each 
outstanding share of the Company's common stock. Each right becomes exercisable, upon the 
occurrence of certain events, for two-thirds of one one-thousandth of a share of Series B 
Preference Stock of the Company, without par value, at an exercise price of $125, subject 
to certain adjustments. The rights are currently not exercisable and will be exercisable 
only if a person or group (acquiring person) either acquires ownership of 15 percent or 
more of the Company's common stock or commences a tender or exchange offer that would 
result in ownership of 15 percent or more. In the event the Company is acquired in a 
merger or other business combination transaction or 50 percent or more of its consolidated 
assets or earnings power are sold, each right entitles the holder to receive, upon the 
exercise thereof at the then current exercise price of the right multiplied by the number 
of two-thirds of one one-thousandth of a Series B Preference Stock for which a right is 
then exercisable, in accordance with the terms of the rights agreement, such number of 
shares of common stock of the acquiring person having a market value of twice the then 
current exercise price of the right. The rights, which expire on December 31, 2008, are 
redeemable in whole, but not in part, for a price of $.00667 per right, at the Company's 
option at any time until any acquiring person has acquired 15 percent or more of the 
Company's common stock. 

NOTE 12 
Stock-based Compensation 
The Company has stock option plans for directors, key employees and employees. In 2003, 
the Company adopted the fair value recognition provisions of SFAS No. 123 and began 
expensing the fair market value of stock options for all awards granted on or after 
January 1, 2003. As permitted by SFAS No. 148, the Company accounts for stock options 
granted prior to January 1, 2003, under APB Opinion No. 25. 

(1) X ~n Original 
(2) - A Resubmission 

For a discussion of the adoption of SFAS No. 123 and the effect on earnings and earnings 
per common share for the years ended December 31, 2003, 2002 and 2001, as if the Company 
had applied SFAS No. 123, and recognized compensation expense for all outstanding and 
unvested stock options based on the fair value at the date of grant, see Note 1. 

Options granted to key employees automatically vest after nine years, but the plan 
provides for accelerated vesting based on the attainment of certain performance goals or 
upon a change in control of the Company, and expire 10 years after the date of grant. 
Options granted to directors and employees vest at date of grant and three years after 
date of grant, respectively, and expire 10 years after the date of grant. 

(Mo, Da, ~ r )  
12/31/2003 

A summary of the status of the stock option plans at December 31, 2003, 2002 and 2001, and 
changes during the years then ended was as follows: 

Dec 31,2003 

Balance at 
beginning of year 

Granted 
Forf eited 
Exercised 
Balance at end 

of year 
Exercisable at 

end of year 

2003 
Weighted 
Average 
Exercise 

Shares Price 

2002 
Weighted 
Average 
Exercise 

Shares Price 

2001 
Weighted 
Average 
Exercise 

Shares Price 

1 

Summarized information about stock options outstanding and exercisable as of December 31, 
2003, was as follows: 
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Options Outstanding 
Remaining Weighted 

Contractual Average 
Range of Number Life Exercise 
Exercisable Prices Outstanding in Years Price 
$ 8.22 - 13.00 23,451 2.5 $ 9.77 
13.01 - 17.00 647,085 4.3 14.13 
17.01 - 21.00 3,302,115 7.2 19.77 
21.01 - 25.70 209,805 7.2 24.56 

Balance at end of year 4,182,456 6.7 19.09 

Options Exercisable 
Weighted 
Average 

Number Exercise 
Exercisable Price 

23,451 $ 9.77 
511,453 14.15 
36,000 19.54 
40,500 25.70 
611,404 15.06 

This Report is: 
(1 ) X An Original 

The fair value of each option is estimated on the date of grant using the Black-Scholes 
option pricing model. The weighted average fair value of the options granted and the 
assumptions used to estimate the fair value of options were as follows: 

Weighted average fair value of 
options at grant date 

Weighted average risk-free 
interest rate 

Weighted average expected 
price volatility 

Weighted average expected 
dividend yield 

Expected life in years 

Date of Report 
(Mo, Da, Yr) 

In addition, the Company granted restricted stock awards under a long-term incentive pla 
and deferred compensation agreements totaling 525,588 shares in 2001. The restricted 
stock awards granted vest to the participants at various times ranging from two years to 
nine years from date of issuance, but certain grants may vest early based upon the 

Year of Repor 

attainment of certain performance goals or upon a change in control of the Company. The 
weighted average grant date fair value of the restricted stock grant in 2001 was $21.03. 
The Company also has granted stock awards totaling 31,855 shares, 21,390 shares and 19,O 
shares in 2003, 2002 and 2001, respectively, under a nonemployee director stock 
compensation plan. The weighted average grant date fair value of the stock grants was 
$21.40, $19.20 and $20.09, in 2003, 2002 and 2001, respectively. Nonemployee directors 
may receive shares of common stock instead of cash in payment for directors' fees under 
the nonemployee director stock compensation plan. Compensation expense recognized for 
restricted stock grants and stock grants was $4.8 million, $5.2 million and $4.9 million 
in 2003, 2002 and 2001, respectively. 

In 2003, key employees of the Company were awarded performance share awards. Entitlemer 
to performance shares is based on the Company's total shareholder return over designated 
performance periods as measured against a selected peer group. Target grants of 
performance shares were made for the following performance periods: 

Grant Date 
February 2003 
February 2003 

Performance Period 
2003-2004 
2003-2005 

Target Grant 
of Shares 

57,655 
57,655 

Participants may earn additiona1,performance shares if the Company's total shareholder 
return exceeds that of the selected peer group. The final value of the performance unit 
may vary according to the number of shares of Company stock that are ultimately granted 
based on the performance criteria. Compensation expense recognized for the performance 
share awards for the year ended December 31, 2003, was $879,000. 

I The Company is authorized to grant options, restricted stock and stock for up to 14.3 
million shares of common stock and has granted options, restricted stock and stock on 6. 
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Name of Respondent 

million shares through December 31, 2003. 

NOTE 13 
Income Taxes 
Income tax expense for the years ended December 

This Report is: 
(1 ) X An Original 

Current : 
Federal 
State 
Foreign 

Deferred : 
Income taxes - -  

Federal 
State 
Foreign 

Investment tax credit 

Date of Report 
(Mo, Da, Yr) 

Total income tax expense 

Year of Report 

31 was as follows: 
2003 2002 

(In thousands) 

Components of deferred tax assets and deferred tax liabilities recognized at December 31 
were as follows: 

2003 2 0 02 
(In thousands) 

Deferred tax assets: 
Regulatory matters $ 37,072 $ 34,792 
Accrued pension costs 12,122 12,112 
Deferred compensation 9,090 6,395 
Asset retirement obligations 7,017 263 
Bad debts 3,188 2,798 
Deferred investment tax credit 954 1,185 
Other 21,269 18,444 

Total deferred tax assets 90,712 75,989 
Deferred tax liabilities: 

Depreciation and basis differences 
on property, plant and equipment 406,589 354,842 

Basis differences on natural gas 
and oil producing properties 105,826 70,464 

Regulatory matters 10,663 5,491 
Other 9,309 10,412 

Total deferred tax liabilities 532,387 441,209 
Net deferred income tax liability $ (441,675) $ (365,220) 
As of December 31, 2003 and 2002, no valuation allowance has been recorded associated wit 
the above deferred tax assets. 

The following table reconciles the change in the net deferred income tax liability from 
December 31, 2002, to December 31, 2003, to deferred income tax expense: 

2003 
(In thousands) 

Net change in deferred income tax 
liability from the preceding table $ 76,455 

Deferred taxes associated with acquisitions (15,056) 
Deferred taxes associated with the cumulative effect of 

accounting change 4,821 
Deferred taxes associated with other comprehensive income (809) 
Other (824) 

I Deferred income tax expense for the period $ 64,587 
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Name of Respondent 

Total income tax expense differs from the amount computed by applying the statutory 
federal income tax rate to income before taxes. The reasons for this difference were as 
follows : 
Years ended December 31, 2003 2002 2001 

Amount % Amount % Amount % 
(Dollars in thousands) 

This Report is: 
(1 ) X An Original 

Computed tax at federal 
statutory rate $ 98,520 35.0 $ 82,136 35.0 $ 88,966 35.0 

Increases -(reductions ) 
resulting from: 
State income taxes, 
net of federal 
income tax benefit 11,857 4.2 10,279 4.4 11,311 4.5 

Investment tax credit 
amortization (596) (.2) (584) (-3) (731) ( - 3 )  

Depletion allowance (3,117) . (1.1) (2,200) ( .9) (1,820) ( . 7 )  
Renewable electricity 
production credit (3 , 395) (1.2) - - -  - - -  - - - - - -  
Other items (4,697) (1.7) (3,401) (1.5) 615 - 2  

Total income tax expense $ 98,572 35.0 $ 86,230 36.7 $ 98,341 38.7 

Date of Report 
(Mo, Da, Yr) 

The Company considers earnings from its foreign equity method investment in a natural 
gas-fired electric generating facility in Brazil to be reinvested indefinitely outside o 
the United States and, accordingly, no U.S. deferred income taxes are recorded with 
respect to such earnings. Should the earnings be remitted as dividends, the Company may 
be subject to additional U.S. taxes, net of allowable foreign tax credits. 

Year of Repod 

NOTE 14 
Business Segment Data 
The Company's reportable segments are those that are based on the Company's method of 
internal reporting, which generally segregates the strategic business units due to 
differences in products, services and regulation. The Company has six reportable segmen 
consisting of electric, natural gas distribution, utility services, pipeline and energy 
services, natural gas and oil production, and construction materials and mining. During 
the fourth quarter of 2002, the Company separated independent power production and other 
operations from its reportable segments. The independent power production and other 
operations do not individually meet the criteria to be considered a reportable segment. 
Substantially all of the operations of independent power production and other began in 
2002; therefore, financial information for years prior to 2002 has not been presented. 

The vast majority of the Company's operations are located within the United States. The 
Company also has investments in foreign countries, which largely consist of an investmen 
in a natural gas-fired electric generating facility in Brazil, as discussed in Note 2. 
The electric segment generates, transmits and distributes electricity, and the natural g 
distribution segment distributes natural gas. These operations also supply related 
value-added products and services in the northern Great Plains. The utility services 
segment specializes in electrical line construction, pipeline construction, inside 
electrical wiring and cabling and the manufacture and distribution of specialty equipmen 
The pipeline and energy services segment provides natural gas transportation, undergroun 
storage and gathering services through regulated and nonregulated pipeline systems 
primarily in the Rocky Mountain and northern Great Plains regions of the United States. 
The pipeline and energy services segment also provides energy-related management service 
including cable and pipeline magnetization and locating. The natural gas and oil 
production segment is engaged in natural gas and oil acquisition, exploration and 
production activities, primarily in the Rocky Mountain region of the United States and i 
and around the Gulf of Mexico. The construction materials and mining segment mines 
aggregates and markets crushed stone, sand, gravel and related construction materials, 

I including ready-mixed concrete, cement, asphalt and other value-added products, as well 
performs integrated construction services, in the central and western United States and 
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the states of Alaska and Hawaii. The independent power production and other operations 
own electric generating facilities in the United States and have an investment in an 
electric generating facility in Brazil. Electric capacity and energy produced at these 
facilities are primarily sold under long-term contracts to nonaffiliated entities. These 
operations also include investments in opportunities that are not directly being pursued 
by the Company's other businesses. 

In 2001, the Company sold its coal operations to Westmoreland Coal Company for $28.2 
million in cash and recorded a gain of $10.3 million ($6.2 million after tax) included in 
other income - net. The sale of the Company's coal operations included active coal mines 
in North Dakota and Montana, coal sales agreements, reserves and mining equipment, and 
certain development rights at the Company's former Gascoyne Mine site in North Dakota. 
The Company retained ownership of lignite deposits and leases at its former Gascoyne Mine 
site in North Dakota, which were not part of the sale of the coal operations. The 
Gascoyne Mine site was closed in 1995 due to the cancellation of the coal sale contract. 
These lignite deposits are currently not being mined and are not associated with an 
operating mine. These lignite deposits are of a high moisture content and it is not 
economical to mine and ship the lignite to other distant markets. However, should a powel 
plant be constructed near the area, the Company may have the opportunity to participate i~ 
supplying lignite to fuel a plant. As of December 31, 2003, Knife River had under 
ownership or lease, deposits of approximately 26.9 million tons of recoverable lignite 
coal. 

Name of Respondent 

MDU Resources Group, Inc. 

The information below follows the same accounting policies as described in the Summary of 
Significant Accounting Policies. Information on the Company's businesses as of 
December 31 and for the years then ended was as follows: 

2003 2002 2001 
(In thousands) 

I External operating revenues: 
Electric $ 178,562 $ 162,616 $ 168,837 
Natural gas distribution 274,608 186,569 255,389 
Pipeline and energy services 187,892 110,224 479,108 

641,062 459,409 903,334 
Utility services 434,177 458,660 364,746 
Natural gas and oil production 140,281 148,158 148,653 
Construction materials and mining 1,104,408 962,312 806,899 (a) 
Independent power production 

and other 32,261 2,998 - - - 
1,711,127 1,572,128 1,320,298 

Total external operating revenues $ 2,352,189 $ 2,031,537 $ 2,223,632 

NOTES TO FiNANClAL STATEMENTS (Continued) 
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Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Intersegment operating revenues: 
Electric 
Natural gas distribution 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
Intersegment eliminations 

Total intersegment 
operating revenues 

Year of Report 

Dec 31,2003 

Depreciation, depletion and 
amortization: 
Electric 
Natural gas distribution 
Utility services 
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Pipeline and energy services 15,016 14,846 14,341 
Natural gas and oil production 61,019 48,714 41,690 
Construction materials and mining 63,601 54,334 46,666 
Independent power production 

and other 8,154 719 - - -  
Total depreciation, depletion 

and amortization $ 188,337 $ 157,961 $ 139,917 

Name of Respondent 

MDU Resources Group, Inc. 

Interest expense: 
Electric 
Natural gas distribution 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
Intersegment eliminations 
Total interest expense 

Income taxes: 
Electric 
Natural gas distribution 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
Total income taxes 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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Cumulative effect of accounting 
change (Note 9) : 
Electric 
Natural gas distribution 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
Total cumulative effect of 
accounting change 

Earnings on common stock: 
Electric 
Natural gas distribution 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
rota1 earnings on common stock 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

I 'apital expenditures: 
Electric 

Year of Repor 

Dec 31,2003 

2003 2002 2001 
( In thousands) 
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Natural gas distribution 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
Net proceeds from sale or 
disposition of property 

Total net capital expenditures 

Name of Respondent 

MDU Resources Group, Inc. 

Identifiable assets: 
Electric (b) 
Natural gas distribution(b) 
Utility services 
Pipeline and energy services 
Natural gas and oil production 
Construction materials and mining 
Independent power production 

and other 
Corporate assets (c) 

Total identifiable assets 

2002 2001 
( In thousands ) 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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Property, plant and equipment: 
Electric (b) $ 639,893 $ 619,230 $ 597,080 
Natural gas distribution(b1 252,591 244,930 235,771 
Utility services 76,871 70,660 59,190 
Pipeline and energy services 461,793 372,420 369,775 
Natural gas and oil production 871,357 755,788 630,826 
Construction materials and mining 893,980 804,255 711,410 
Independent power production 

and other 201,134 94,525 - - - 
Less accumulated depreciation, 
depletion and amortization 1,175,326 1,019,438 889,816 

Net property, plant and equipment $ 2,222,293 $ 1,942,370 $ 1,714,236 
(a) In accordance with the provision of SFAS No. 71, intercompany coal sales of $5,016 

in 2001 were not eliminated. 
(b) Includes allocations of common utility property. 
(c) Corporate assets consist of assets not directly assignable to a business (i-e., 

cash and cash equivalents, certain accounts receivable and other miscellaneous 
current and deferred assets). 

Earnings from electric, natural gas distribution and pipeline and energy services are 
substantially all from regulated operations. Earnings from utility services, natural gas 
and oil production, construction materials and mining, and independent power production 
and other are all from nonregulated operations. Capital expenditures for 2003, 2002 and 
2001, related to acquisitions, in the preceding table included the following noncash 
transactions: issuance of the Company's equity securities of $42.4 million, $47.2 million 
and $57.4 million in 2003, 2002 and 2001, respectively. 

Date of Report 
(Mo, Da, Yr) 
1213 1 12003 

NOTE 15 
Acquisitions 
In 2003, the Company acquired a number of businesses, none of which was individually 
material, including construction materials and mining businesses in Montana, North Dakota 
and Texas and a wind-powered electric generation facility in California. The total 

I purchase consideration for these businesses and adjustments with respect to certain other 
acquisitions acquired in 2002, including the Company's common stock and cash, was $175.0 

Year of Report 

Dec 31,2003 
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million. 

Name of Respondent 

MDU Resources Group, Inc. 

In 2002, the Company acquired a number of businesses, none of which was individually 
material, including utility services companies in California and Ohio, construction 
materials and mining businesses in Minnesota and Montana, an energy development company i 
Montana and natural gas-fired electric generating facilities in Colorado. The total 
purchase consideration for these businesses, consisting of the Company's common stock and 
cash, was $139.8 million. 

In 2001, the Company acquired a number of businesses, none of which was individually 
material, including construction materials and mining businesses in Hawaii, Minnesota and 
Oregon; utility services businesses based in Missouri and Oregon; and an energy services 
company specializing in cable and pipeline locating and tracking systems. The total 
purchase consideration for these businesses, consisting of the Company's common stock and 
cash, was $170.1 million. 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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On April 1, 2000, Fidelity Exploration & Production Company (Fidelity), an indirect who11 
owned subsidiary of the Company, purchased substantially all of the assets of Preston 
Reynolds & Co., Inc. (Preston), a coalbed natural gas development operation based in 
Colorado with related oil and gas leases and properties in Montana and Wyoming. Pursuant 
to the asset purchase and sale agreement, Preston could, but was not obligated to 
purchase, acquire and own an undivided 25 percent working interest (Seller's Option 
Interest) in certain oil and gas leases or properties acquired and/or generated by 
Fidelity. Fidelity had the right, but not the obligation, to purchase Seller's Option 
Interest from Preston for an amount as specified in the agreement. On July 10, 2002, 
Fidelity purchased the Seller's Option Interest. 

The above acquisitions were accounted for under the purchase method of accounting and, 
accordingly, the acquired assets and liabilities assumed have been preliminarily recorded 
at their respective fair values as of the date of acquisition. Final fair market values 
are pending the completion of the review of the relevant assets, liabilities and issues 
identified as of the acquisition date on certain of the above acquisitions made in 2003. 
The results of operations of the acquired businesses are included in the financial 
statements since the date of each acquisition. Pro forma financial amounts reflecting th 
effects of the above acquisitions are not presented, as such acquisitions were not 
naterial to the Company's financial position or results of operations. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

g0TE 16 
Employee Benefit Plans 
The Company has noncontributory defined benefit pension plans and other postretirement 
~enefit plans for certain eligible employees. The Company uses a measurement date of 
3ecember 31 for all of its pension and postretirement benefit plans. These financial 
statements and this Note do not reflect the effects of the 2003 Medicare Act on the 
?ostretirement benefit plans. For more information on the 2003 Medicare Act, see new 
accounting standards in Note 1. Changes in benefit obligation and plan assets for the 
tears ended December 31 and amounts recognized in the Consolidated Balance Sheets at 
lecember 31 were as follows: 

Other 
Pension Postretirement 
Benefits Benefits 

2003 2002 2003 2002 
(In thousands ) 

:hange in benefit obligation: 
Benefit obligation at 
beginning of year $224,766 $204,046 $74,917 $67,019 
Service cost 5,897 5,135 1,857 1,460 
Interest cost 15,211 14,877 5,281 4,915 

I Plan participants' contributions - - - - - - 977 8 3 4 
Amendments 210 372 754 - - - 

Year of Report 

Dec 31.2003 
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Actuarial loss 
Benefits paid 

Benefit obligation at 
end of year 

Name of Respondent 

I 

Change in plan assets: 
Fair value of plan assets at 
beginning of year 
Actual gain (loss) on plan assets 
Employer contribution 
Plan participants' contributions 
Benefits paid 

Fair value of plan assets at end 
of year 

Date of Report 
(Mo, Da, Yr) 
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Funded status - over (under) 
Unrecognized actuarial loss 
Unrecognized prior service cost 
Unrecognized net transition 
obligation (asset) 

Prepaid (accrued) benefit cost 

Year of Reporl 

Amounts recognized in the 
Consolidated Balance Sheets 
at December 31: 
Prepaid benefit cost 
Accrued benefit liability 
Additional minimum liability 
Intangible asset 
Accumulated other 
comprehensive loss 

Net amount recognized 

Employer contributions and benefits paid in the above table include only those amounts 
contributed directly to, or paid directly from, plan assets. 

The accumulated benefit obligation for the defined benefit pension plans reflected above 
was $212.0 million and $186.4 million at December 31, 2003 and 2002, respectively. 

The projected benefit obligation, accumulated benefit obligation and fair value of plan 
assets for the pension plans with accumulated benefit obligations in excess of plan asse 
at December 31, 2003, were as follows: 

2003 2002 
(In thousands) 

Projected benefit obligation $ 38,845 $32,768 
Accumulated benefit obligation $ 28,840 $24,656 
Fair value of plan assets $ 24,508 $20,615 

Components of net periodic benefit cost (income) for the Company's pension and other 
postretirement benefit plans were as follows: 

Other 
Pens ion Postretirement 
Benefits Benefits 

Years ended December 31, 2003 2002 2001 2003 2002 2001 
(In thousands) 

Components of net periodic 

I 
benefit cost: 
Service cost $ 5,897 $ 5,135 $ 4,716 $ 1,857 $ 1,460 $ 1,376 
Interest cost 15,211 14,877 14,498 5,281 4,915 4,691 
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Expected return on assets 
Amortization of prior 

service cost 
Recognized net actuarial 

gain 
Settlement (gain) loss 
Amortization of net 

transition obligation 
(asset) 

Net periodic benefit cost 
( income 

Less amount capitalized 
Net periodic benefit cost 

(income) 

Year of Report Name of Respondent 

Weighted average assumptions used to determine benefit obligations at December 31 were as 
follows : 

Other 
Pens ion Postretirement 
Benefits Benefits 

2003 2002 2003 2002 
Discount rate 6.00% 6 .75% 6 .00% 6.75% 
Rate of compensation increase 4.70% 4.50% 4.50% 4 .50% 

Weighted average assumptions used to determine net periodic benefit cost for the years 
ended December 3 1  were as follows: 

Other 
Pens ion Postretirement 
Benefits Benefits 

2003 2002 2003 2002 
Discount rate 6.75% 7.25% 6 .75% 7.25% 
Expected return on plan assets 8.50% 8 .50% 7 . 5 0 %  7.50% 
Rate of compensation increase 4.50% 5 .00% 4 . 5 0 %  5.00% 

This Report is: 
(1 ) X An Original 

The expected rate of return on plan assets is based on the targeted asset allocation of ' 
percent equity securities and 30 percent fixed income securities and the expected rate o: 
return from these asset categories. The expected return on plan assets for other 
postretirement benefits reflects insurance-related investment costs. 

Date of Report 
(Mo, Da, Yr) 

Health care rate assumptions for the Company's other postretirement benefit plans as of 
December 3 1  were as follows: 

2003 2002 
Health care trend rate assumed for next year 6 .0%-9 .5% 6.0%-11.0% 
Health care cost trend rate - ultimate 5 .0%-6 .0% 5 .0%-6 .0% 
Year in which ultimate trend rate achieved 1999-2012 1999-2011 

The Company's other postretirement benefit plans include health care and life insurance 
benefits for certain employees. The plans underlying these benefits may require 
contributions by the employee depending on such employee's age and years of service at 
retirement or the date of retirement. The accounting for the health care plans 
anticipates future cost-sharing changes that are consistent with the Company's expressed 
intent to generally increase retiree contributions each year by the excess of the expect 
health care cost trend rate over 6 percent. 

gssumed health care cost trend rates may have a significant effect on the amounts report 
for the health care plans. A one percentage point change in the assumed health care cos 
trend rates would have had the following effects at December 31, 2003:  

I 

1 Percentage 1 Percentage 
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Point Increase Point Decrease 
(In thousands) 

Effect on total of service 
and interest cost components 

Effect on postretirement benefit 
obligation 

Name of Respondent 

MDU Resources Group, Inc. 

The Company's defined benefit pension plans asset allocation at December 31, 2003 and 
2002, and weighted average targeted asset allocations at December 31, 2003, were as 
follows : 

Weighted Average 

NOTES TO FINANCIAL STATEMENTS (Continued) 
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Asset Category 

Year of Report 

Dec 31,2003 

Percentage 
of Plan 
Assets 

2003 2002 

Equity securities 72% 56% 
Fixed income securities 2 5 4 0 
Other 3 4 
Total 100% 100% 
*Includes target for both fixed income securities and other. 

Targeted Asset 
Allocation 
Percentage 

2003 

The Cornpany's pension assets are managed by nine outside investment managers. The 
Company's other postretirement assets are managed by one outside investment manager. The 
Company's investment policy with respect to pension and other postretirement assets is to 
make investments solely in the interest of the participants and beneficiaries of the plan: 
and for the exclusive purpose of providing benefits accrued and defraying the reasonable 
expenses of administration. The Company strives to maintain investment diversification tc 
assist in minimizing the risk of large losses. The Company's policy guidelines allow for 
investment of funds in cash equivalents, fixed income securities and equity securities. 
The guidelines prohibit investment in commodities and future contracts, equity private 
placement, employer securities and leveraged or derivative securities. The guidelines 
also prohibit short selling and margin transactions. The Company's practice is to 
periodically review and rebalance asset categories based on its targeted asset allocation 
percentage policy. 

The Company's other postretirement benefit plans asset allocation at December 31, 2003 anc 
2002, and weighted average targeted asset allocation at December 31, 2003, were as 
follows : 

Weighted Average 
Percentage Targeted Asset 
of Plan Allocation 
Assets Percentage 

Asset Category 2003 2002 2003 

Equity securities 66% 5 0 % 
Fixed income securities 3 0 4 5 
Other 4 5 
Total 100% 100% 
*Includes target for both fixed income securities and other. 

The Company expects to contribute approximately $1.6 million to its defined benefit 
pension plans and approximately $5.0 million to its postretirement benefit plans in 2004. 

In addition to company-sponsored plans, certain employees are covered under multi-employe 
defined benefit plans administered by a union. Amounts contributed to the multi-employer 
plans were $27.2 million, $27.8 million and $19.9 million in 2003, 2002 and 2001, 
respectively. 
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In addition to the qualified plan defined pension benefits reflected in the table at the 
beginning of Note 16, the Company also has an unfunded, nonqualified benefit plan for 
executive officers and certain key management employees that provides for defined benefit 
payments upon the employee's retirement or to their beneficiaries upon death for a 15-yea 
period or as an equivalent life annuity. Investments consist of life insurance carried c 
plan participants, which is payable to the Company upon the employee's death. The cost c 
these benefits was $5.3 million, $5.1 million and $4.3 million in 2003, 2002 and 2001, 
respectively. The total projected obligation for this plan was $51.1 million and $40.5 
million at December 31, 2003 and 2002, respectively. The accumulated benefit obligation 
for this plan was $40.7 million and $33.3 million at December 31, 2003 and 2002, 
respectively. The additional minimum liability relating to this plan was $8.2 million an 
$4.0 million at December 31, 2003 and 2002, respectively. The Company has a related 
intangible asset recognized as of December 31, 2003 and 2002, of $1.0 million and $1.1 
million, respectively. A discount rate of 6.0 percent and 6.75 percent at December 31, 
2003 and 2002, respectively, and a rate of compensation increase of 4.75 percent and 4.50 
percent at December 31, 2003 and 2002, respectively, were used to determine benefit 
obligations. 

Name of Respondent 

MDU Resources Group, Inc. 

A discount rate of 6.75 percent and 7.25 percent at December 31, 2003 and 2002, 
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Date of Report 
(Mo, Da, Yr) 
12/31/2003 

respectively, and a rate of compensation increase of 4.50 percent and 5.00 percent at 
December 31, 2003 and 2002, respectively, were used to determine net periodic benefit 

Year of Report 

Dec 31,2003 

cost. The increase in minimum liability included in other comprehensive income was $2.6 
million in 2003 and $1.8 million in 2002. 

The Company sponsors various defined contribution plans for eligible employees. Costs 
incurred by the Company under these plans were $9.8 million in 2003, $9.6 million in 2002 
and $7.2 million in 2001. The costs incurred in each year reflect additional participant 
as a result of business acquisitions. 

NOTE 17 
Jointly Owned Facilities 
The consolidated financial statements include the Company's 22.7 percent and 25.0 percent 
ownership interests in the assets, liabilities and expenses of the Big Stone Station and 
the Coyote Station, respectively. Each owner of the Big Stone and Coyote stations is 
responsible for financing its investment in the jointly owned facilities. 

The Company's share of the Big Stone Station and Coyote Station operating expenses was 
reflected in the appropriate categories of operating expenses in the Consolidated 
Statements of Income. 

At December 31, the Company's share of the cost of utility plant in service and related 
accumulated depreciation for the stations was as follows: 

2003 2 0 02 
(In thousands) 

Big Stone Station: 
Utility plant in service $ 52,154 $ 53,018 
Less accumulated depreciation 34,993 34,456 

$ 17,161 $ 18,562 
Coyote Station: 

Utility plant in service $ 124,086 $ 122,476 
Less accumulated depreciation 72,850 70,778 

$ 51,236 $ 51,698 
NOTE 18 
Regulatory Matters and Revenues Subject To Refund 
On May 30, 2003, Montana-Dakota Utilities Co. (Montana-Dakota), a public utility division 
of MDU Resources, filed an application with the North Dakota Public Service commission 
(NDPSC) for an electric rate increase. Montana-Dakota requested a total of $7.8 million 
annually or 9.1 percent above current rates. On July 23, 2003, Montana-Dakota and the 
NDPSC Staff filed a Settlement Agreement with the NDPSC agreeing on the issues of rate of 
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return, capital structure and cost of capital components. On October 22, 2003, the NDPSC 
approved the Settlement Agreement. On November 19, 2003, Montana-Dakota and the NDPSC 
Staff filed an additional Settlement Agreement to resolve all remaining outstanding issue 
with the NDPSC. This Settlement Agreement reflected an increase of $1.0 million annually 
and a sharing mechanism between Montana-Dakota and retail customers of wholesale electric 
sales margins. On December 18, 2003, the NDPSC approved the November 2003 Settlement 
Agreement and required Montana-Dakota to file a compliance filing with the NDPSC. On 
January 14, 2004, the NDPSC approved Montana-Dakota's compliance filing, which was filed 
on January 7, 2004, with rates effective with service rendered on and after January 23, 
2004. 

I 

In December 2002, Montana-Dakota filed an application with the South Dakota Public 
Utilities Commission (SDPUC) for a natural gas rate increase. Montana-Dakota requested a 
total of $2.2 million annually or 5.8 percent above current rates. On October 27, 2003, 
Montana-Dakota and the SDPUC Staff filed a Settlement Stipulation with the SDPUC agreeing 
to an increase of $1.3 million annually. On December 2, 2003, the SDPUC approved the 
Settlement Stipulation effective with service rendered on and after December 2, 2003. 

In October 2002, Great Plains Natural Gas Co. (Great Plains), a public utility division c 
MDU Resources, filed an application with the Minnesota Public Utilities Commission (MPUC) 
for a natural gas rate increase. Great Plains requested a total of $1.6 million annually 
or 6.9 percent above current rates. In December 2002, the MPUC issued an Order setting 
interim rates that approved an interim increase of $1.4 million annually effective 
December 6, 2002. Great Plains began collecting such rates effective December 6, 2002, 
subject to refund until the MPUC issued a final order. On October 9, 2003, the MPUC 
issued a Final Order authorizing an increase of $1.1 million annually and requiring Great 
Plains to file a compliance filing with the MPUC. On January 16, 2004, the MPUC issued 2 

Order accepting Great Plains' compliance filing, which was filed on November 10, 2003, 
effective with service rendered on and after January 16, 2004. 

Reserves have been provided for a portion of the revenues that have been collected subjec 
to refund for certain of the above proceedings. The Company believes that such reserves 
are adequate based on its assessment of the ultimate outcome of the proceedings. 

Name of Respondent 

MDU Resources Group, Inc. 

In December 1999, Williston Basin filed a general natural gas rate change application wit 
the FERC. Williston Basin began collecting such rates effective June 1, 2000, subject tc 
refund. In May 2001, the Administrative Law Judge (ALJ) issued an Initial Decision on 
Williston Basin's natural gas rate change application. The Initial Decision addressed 
numerous issues relating to the rate change application, including matters relating to 
allowable levels of rate base, return on common equity, and cost of service, as well as 
volumes established for purposes of cost recovery, and cost allocation and rate design. 
On July 3, 2003, the FERC issued its Order on Initial Decision. The Order on Initial 
Decision affirmed the ALJ's Initial Decision on many of the issues including rate base ax 
certain cost of service items as well as volumes to be used for purposes of cost recoveq 
and cost allocation and rate design. However, there are other issues as to which the FEE 
differed with the ALJ including return on common equity and the correct level of corporat 
overhead expense. On August 4, 2003, Williston Basin requested a rehearing of a number c 
issues including determinations associated with cost of service, throughput, and cost 
allocation and rate design, as discussed in the FERC's Order on Initial Decision. On 
September 3, 2003, the FERC issued an Order granting Williston Basin's request for 
rehearing of the July 3, 2003, Order on Initial Decision. The Company is awaiting a 
decision from the FERC on the merits of the Company's rehearing request and is unable to 
predict the timing of the FERC1s decision. 
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Reserves have been provided for a portion of the revenues that have been collected subjec 
to refund with respect to Williston Basin's pending regulatory proceeding. Williston 
Basin believes that such reserves are adequate based on its assessment of the ultimate 
outcome of the proceeding. 

Year of Report 

Dec 31,2003 
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NOTE 19 
Commitments and contingencies 
Litigation 
In January 2002, Fidelity Oil Co. (FOC), one of the Company's natural gas and oil 
production subsidiaries, entered into a compromise agreement with the former operator of 
certain of FOC1s oil production properties in southeastern Montana. The compromise 
agreement resolved litigation involving the interpretation and application of contractua: 
provisions regarding net proceeds interests paid by the former operator to FOC for a 
number of years prior to 1998. The terms of the compromise agreement are confidential. 
As a result of the compromise agreement, the natural gas and oil production segment 
reflected a nonrecurring gain in its financial results for the first quarter of 2002 of 
approximately $16.6 million after tax. As part of the settlement, FOC gave the former 
operator a full and complete release, and FOC is not asserting any such claim against tht 
former operator for periods after 1997. 

Name of Respondent 

MDU Resources Group, Inc. 

In June 1997, Jack J. Grynberg (Grynberg) filed a Federal False Claims Act suit against 
Williston Basin and Montana-Dakota and filed over 70 similar suits against natural gas 
transmission companies and producers, gatherers, and processors of natural gas. ~rynber~ 
acting on behalf of the United States under the Federal False Claims Act, alleged impropt 
measurement of the heating content and volume of natural gas purchased by the defendants 
resulting in the underpayment of royalties to the United States. In April 1999, the 
United States Department of Justice decided not to intervene in these cases. In responst 
to a motion filed by Grynberg, the Judicial Panel on Multidistrict Litigation consolidatt 
all of these cases in the Federal District Court of Wyoming. 
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The matter is currently in the discovery stage. Grynberg has not specified the amount hc 
seeks to recover. Williston Basin and Montana-Dakota are unable to estimate their 
potential exposure and will be unable to do so until discovery is completed. Williston 
Basin and Montana-Dakota believe that the Grynberg case will ultimately be dismissed 
because Grynberg is not, as is required by the Federal False Claims Act, the original 
source of the information underlying the action. Failing this, Williston Basin and 
Montana-Dakota believe Grynberg will not recover damages from Williston Basin and 
Montana-Dakota because insufficient facts exist to support the allegations. 

Williston Basin and Montana-Dakota believe the claims of Grynberg are without merit and 
intend to vigorously contest this suit. Williston Basin and Montana-Dakota believe it if 
not probable that Grynberg will ultimately succeed given the current status of the 
litigation. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Fidelity has been named as a defendant in, and/or certain of its operations are the 
subject of, 11 lawsuits filed in connection with its coalbed natural gas development in 
the Powder River Basin in Montana and Wyoming. These lawsuits were filed in federal and 
state courts in Montana between June 2000 and December 2003 by a number of environmental 
organizations, including the Northern Plains Resource Council and the Montana 
Environmental ~nformation Center as well as the Tongue River Water Users' Association an, 
the Northern Cheyenne Tribe. Two of the lawsuits have been transferred to Federal 
District Court in Wyoming. The lawsuits involve allegations that Fidelity and/or variou 
government agencies are in violation of state and/or federal law, including the Federal 
Clean Water Act and the National Environmental Policy Act. The lawsuits seek injunctive 
relief, invalidation of various permits and unspecified damages. Fidelity is unable to 
quantify the damages sought, and will be unable to do so until after completion of 
discovery. Fidelity is vigorously defending all coalbed-related lawsuits in which it is 
involved. If the plaintiffs are successful in these lawsuits, the ultimate outcome of t: 
actions could have a material effect on Fidelity's existing coalbed natural gas operatio: 
and/or the future development of its coalbed natural gas properties. 

Y e a r  of Reporl 

Dec 31,2003 

Montana-Dakota has joined with two electric generators in appealing a finding by the Nor 
I Dakota Department of Health (Department) in September 2003 that the Department may 

unilaterally revise operating permits previously issued to electric generating plants. 
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Although it is doubtful that any revision of Montana-Dakota's operating permits by the 
Department would reduce the amount of electricity its plants could generate, the finding, 
if allowed to stand, could increase costs for sulfur dioxide removal and/or limit 
Montana-Dakota's ability to modify or expand operations at its North Dakota generation 
sites. Montana-Dakota and the other electric generators filed their appeal of the order 
on October 8, 2003, in the Burleigh County District Court in Bismarck, North Dakota. 
Proceedings have been stayed pending discussions with the United States Environmental 
Protection Agency (EPA), the Department and the other electric generators. 

Name of Respondent 

MDU Resources Group, Inc. 

In a related case, the Dakota Resource Council filed an action in Federal District Court 
in Denver, Colorado, on September 30, 2003, to require the EPA to enforce certain air 
quality standards in North Dakota. If successful, the action could require the 
curtailment of discharges of sulfur dioxide into the atmosphere by existing electric 
generating facilities and could preclude or hinder the construction of future generating 
facilities in North Dakota. The Company has filed a Motion to Intervene in the lawsuit 
and has joined in a brief supporting a Motion to Dismiss filed by the EPA. 

The Company cannot predict the outcome of the Department or Dakota Resource Council 
matters or their ultimate impact on its operations. 

NOTES TO FINANCIAL STATEMENTS (Continued) 

This Report is: 
(1 ) An Original 
(2) - A Resubmission 

The Company is also involved in other legal actions in the ordinary course of its 
business. Although the outcomes of any such legal actions cannot be predicted, managemeni 
believes that the outcomes with respect to these other legal proceedings will not have a 
material adverse effect upon the Company's financial position or results of operations. 

Environmental matters 
In December 2000, Morse Bros., Inc. (MBI), an indirect wholly owned subsidiary of the 
Company, was named by the EPA as a Potentially Responsible Party in connection with the 
cleanup of a commercial property site, acquired by MBI in 1999, and part of the Portland, 
Oregon, Harbor Superfund Site. Sixty-eight other parties were also named in this 
administrative action. The EPA wants responsible parties to share in the cleanup of 
sediment contamination in the Willamette River. To date, costs of the overall remedial 
investigation of the harbor site for both the EPA and the Oregon State Department of 
Environmental Quality (DEQ) are being recorded, and initially paid, through an 
administrative consent order by the Lower Willamette Group (LWG), a group of 10 entities 
that does not include MBI. The LWG estimates the overall remedial investigation and 
feasibility study will cost approximately $10 million. It is not possible to estimate thf 
cost of a corrective action plan until the remedial investigation and feasibility study 
has been completed, the EPA has decided on a strategy, and a record of decision has been 
published. While the remedial investigation and feasibility study for the harbor site ha: 
commenced, it is expected to take several years to complete. The development of a 
proposed plan and record of decision on the harbor site is not anticipated to occur until 
2006, after which a cleanup plan will be undertaken. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

Based upon a review of the Portland Harbor sediment contamination evaluation by the DEQ 
and other information available, MBI does not believe it is a Responsible Party. In 
addition, MBI has notified Georgia-Pacific West, Inc., the seller of the commercial 
property site to MBI, that it intends to seek indemnity for any and all liabilities 
incurred in relation to the above matters, pursuant to the terms of their sale agreement. 

Year of Report 

Dec 31,2003 

The Company believes it is not probable that it will incur any material environmental 
remediation costs or damages in relation to the above administrative action. 

Operating leases 
The Company leases certain equipment, facilities and land under operating lease 
agreements. The amounts of annual minimum lease payments due under these leases as of 
December 31, 2003, were $18.1 million in 2004, $12.4 million in 2005, $8.7 million in 
2006, $5.1 million in 2007, $3.9 million in 2008 and $22.1 million thereafter. Rent 
expense was approximately $27.2 million, $26.9 million and $31.5 million for the years 
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ended December 31, 2003, 2002 and 2001, respectively. 

Name of Respondent 

MDU Resources Group, Inc. 

Purchase commitments 
The Company has entered into various commitments, largely natural gas and coal supply, 
purchased power, natural gas transportation, construction materials supply and electric 
generation construction contracts. These commitments range from one to 21 years. The 
commitments under these contracts as of December 31, 2003, were $167.2 million in 2004, 
$67.2 million in 2005, $50.1 million in 2006, $31.0 million in 2007, $30.9 million in 20 
and $146.3 million thereafter. Amounts purchased under these various commitments for th 
years ended December 31, 2003, 2002 and 2001, were approximately $204.6 million, $152.1 
million and $193.0 million, respectively. These commitments are not reflected in the 
Company's consolidated financial statements. 

Guarantees 
Centennial has unconditionally guaranteed a portion of certain bank borrowings of MPX in 
connection with the Company's equity method investment in the natural gas-fired electric 
generating facility in Brazil, as discussed in Note 2. The Company, through MDU Brasil, 
owns 49 percent of MPX. The main business purpose of Centennial extending the guarantee 
to MPX's creditors is to enable MPX to obtain lower borrowing costs. At December 31, 
2003, the aggregate amount of borrowings outstanding subject to these guarantees was $45 
million and the scheduled repayment of these borrowings is $11.0 million in 2004, $10.7 
million in 2005, $10.7 million in 2006, $10.7 million in 2007 and $2.4 million in 2008. 
The individual investor (who through EBX Empreendimentos Ltda. (EBX), a Brazilian compan 
owns 51 percent of MPX) has also guaranteed a portion of these loans. In the event MPX 
defaults under its obligation, Centennial and the individual investor would be required 
make payments under their guarantees. Centennial and the individual investor have enter1 
into reimbursement agreements under which they have agreed to reimburse each other to th~ 
extent they may be required to make any guarantee payments in excess of their 
proportionate ownership share in MPX. These guarantees are not reflected on the 
Consolidated Balance Sheets. 

NOTES TO FINANCIAL STATEMENTS (Continued) 

In addition, WBI Holdings, Inc. (WBI Holdings), an indirect wholly owned subsidiary of tl 
Company, has guaranteed certain of its subsidiary's natural gas and oil price swap and 
collar agreement obligations. The amount of the subsidiaryls obligations at December 31 
2003, was $1.8 million. There is no fixed maximum amount guaranteed in relation to the 
natural gas and oil price swap and collar agreements, as the amount of the obligation is 
dependent upon natural gas and oil commodity prices. The amount of hedging activity 
entered into by the subsidiary is limited by corporate policy. The guarantees of the 
natural gas and oil price swap and collar agreements at December 31, 2003, expire in 200~ 
however, the subsidiary continues to enter into additional hedging activities and, as a 
result, WBI Holdings from time to time may issue additional guarantees on these hedging 
obligations. At December 31, 2003, the amount outstanding was reflected on the 
Consolidated Balance Sheets. In the event the above subsidiary defaults under its 
obligations, WBI Holdings would be required to make payments under its guarantees. 
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Certain subsidiaries of the Company have outstanding guarantees to third parties that 
guarantee the performance of other subsidiaries of the Company that are related to naturz 
gas transportation and sales agreements, electric power supply agreements, insurance 
policies and certain other guarantees. At December 31, 2003, the fixed maximum amounts 
guaranteed under these agreements aggregated $46.4 million. The amounts of scheduled 
expiration of the maximum amounts guaranteed under these agreements aggregate $20.1 
million in 2004; $5.9 million in 2005; $3.5 million in 2006; $500,000 in 2007; $900,000 i 
2009; $12.0 million in 2012; $500,000, which is subject to expiration 30 days after the 
receipt of written notice and $3.0 million, which has no scheduled maturity date. The 
amount outstanding by subsidiaries of the Company under the above guarantees was $372,000 
and was reflected on the Consolidated Balance Sheets at December 31, 2003. In the event 
of default under these guarantee obligations, the subsidiary issuing the guarantee for 

j that particular obligation would be required to make payments under its guarantee. 
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Fidelity and WBI Holdings have outstanding guarantees to Williston Basin. These 

Name of Respondent 

MDU Resources Group. Inc. 

guarantees are related to natural gas transportation and storage agreements that guarante 
the performance of Prairielands Energy Marketing, Inc. (Prairielands), an indirect wholly 
owned subsidiary of the Company. At December 31, 2003, the fixed maximum amounts 
guaranteed under these agreements aggregated $22.9 million. Scheduled expiration of the 
maximum amounts guaranteed under these agreements aggregate $2.9 million in 2005 and $20. 
million in 2009. In the event of Prairielands' default in its payment obligations, the 
subsidiary issuing the guarantee for that particular obligation would be required to make 
payments under its guarantee. The amount outstanding by Prairielands under the above 
guarantees was $837,000, which was not reflected on the Consolidated Balance Sheet at 
December 31, 2003, because these intercompany transactions are eliminated in 
consolidation. 
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In addition, Centennial has issued guarantees related to the Company's purchase of 
maintenance items to third parties for which no fixed maximum amounts have been specified 
These guarantees have no scheduled maturity date. In the event a subsidiary of the 
Company defaults under its obligation in relation to the purchase of certain maintenance 
items, Centennial would be required to make payments under these guarantees. Any amounts 
outstanding by subsidiaries of the Company for these maintenance items were reflected on 
the Consolidated Balance Sheet at December 31, 2003. 

As of December 31, 2003, Centennial was contingently liable for the performance of certai~ 
of its subsidiaries under approximately $360 million of surety bonds. These bonds are 
principally for construction contracts and reclamation obligations of these subsidiaries 
entered into in the normal course of business. Centennial indemnifies the respective 
surety bond companies against any exposure under the bonds. The purpose of Centennial's 
indemnification is to allow the subsidiaries to obtain bonding at competitive rates. In 
the event a subsidiary of the Company does not fulfill its obligations in relation to its 
bonded contract or obligation, Centennial may be required to make payments under its 
indemnification. A large portion of these contingent commitments are expected to expire 
within the next 12 months; however, Centennial will likely continue to enter into surety 
bonds for its subsidiaries in the future. The surety bonds were not reflected on the 
Consolidated Balance Sheets. 

Date of Report 
(Mo, Da, Yr) 
12/31/2003 

NOTE 20 
Investment in Subsidiaries 
The Respondent owns one wholly owned subsidiary, Centennial Energy Holdings, Inc. 

Year of Report 

Dec 31,2003 

As required by the Federal Energy Regulatory Commission for Form 1 report purposes, MDU 
Resources Group, Inc. reports its subsidiary investment using the equity method rather 
than consolidating the assets, liabilities, revenues and expenses of the subsidiary, as 
required by generally accepted accounting principles. If generally accepted accounting 
principles were followed, utility plant, other property and investments would increase by 
$583,119,019 and $440,603,661; current and accrued assets would increase by $480,874,653 
and $429,117,903; deferred debits would increase by $433,317,248 and $382,761,205; 
preferred stock would decrease by $0 and $100,000; long-term debt would increase by 
$735,936,753 and $636,749,515; other noncurrent liabilities and current and accrued 
liabilities would increase by $202,668,975 and $208,485,102; deferred credits would 
increase by $562,331,004 and $410,973,964 as of December 31, 2003 and 2002, respectively. 
Furthermore, operating revenues would increase by $1,899,020,074 and $1,682,352,992; and 
operating expenses, excluding income taxes, would increase by $1,629,210,888 and 
$1,452,565,545 for the year ended December 31, 2003 and 2002, respectively. In addition, 
net cash provided by operating activities would increase by $368,926,000; net cash used i~ 
investing activities would increase by $385,821,000; net cash used by financing activities 
would decrease by $35,662,000; and the net change in cash and cash equivalents would be a1 
increase of $18,767,000 for the year ended December 31, 2003. Reporting its subsidiary 
investment using the equity method rather than generally accepted accounting principles 
has no effect on net income or retained earnings. 
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DOCKET NO. 
RULE 20:10:13:52 
STATEMENT B 
PAGE 1 OF 4 

MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED INCOME STATEMENT 

TWELVE MONTHS ENDING DECEMBER 31,2003 

Operatinn lncorne 

Electric Utility 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncorne Taxes 
lncome Taxes: 
Federal Taxes on lncome 
State Taxes on lncome 
Deferred lncorne Taxes 

Total Electric Expenses 

Net Electric Operation 

Gas Utility 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncome Taxes 
lncome Taxes: 

Federal Taxes on lncome 
State Taxes on lncome 

Deferred lncome Taxes 
Total Gas Expenses 

Net Gas Operation 

Net Utility Operating lncorne 

Revenues from Merchandising, Jobbing and Contract Work 
(Less) Costs and Exp. Of Merch., Jobbing and Contract Work 
Revenues from Nonutility Operations 
Equity in Earnings of Subsidiary Companies 
Interest and Dividend lncome 
Miscellaneous Nonoperating lncome 
Gain on Disposition of Property 

Total Other lncorne 

Loss on Disposition of Property 
Miscellaneous lncome Deductions 

Total Other lncorne Deductions 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED INCOME STATEMENT 

TWELVE MONTHS ENDING DECEMBER 31,2003 

Taxes other than lncome Taxes 
Income Taxes - Federal 
lncome Taxes - State 
Provision for Deferred lncome Taxes 
Investment Tax Credits 

Total Taxes on Other lncome and Deductions 

Net Other lncome and Deductions 

lnterest On Long-Term Debt 
Amortization of Debt Discount and Expense 
Other lnterest Expense 
(Less) Allow for Borrowed Funds Used during Const. 

Net lnterest Charges 

Net lncome 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED INCOME STATEMENT 
TWELVE MONTHS ENDING MARCH 31,2004 

Operatinn lncome 

Electric Utility 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than Income Taxes 
lncome Taxes: 
Federal Taxes on lncome 
State Taxes on lncome 
Deferred lncome Taxes 

Total Electric Expenses 

Net Electric Operation 

Gas Utilitv 
Operating Revenues 
Operating Expenses: 
Operation Expenses 
Maintenance Expenses 
Depreciation Expenses 
Taxes Other Than lncorne Taxes 
lncome Taxes: 

Federal Taxes on lncome 
State Taxes on lncome 

Deferred lncome Taxes 
Total Gas Expenses 

Net Gas Operation 

Net Utility Operating lncome 

Revenues from Merchandising, Jobbing and Contract Work $2,480,598 
(Less) Costs and Exp. Of Merch., Jobbing and Contract Work 3,293,856 
Revenues from Nonutility Operations 195,546 
(Less) Expense from Nonutility Operations 83,095 
Equity in Earnings of Subsidiary Companies 17,676,925 
Interest and Dividend Income 1 , I  12,499 
Miscellaneous Nonoperating Income 0 
Gain on Disposition of ~ r o p e r t ~  

Total Other lncome 

Loss on Disposition of Property 
Miscellaneous lncome Deductions 

Total Other lncome Deductions 
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MDU RESOURCES GROUP, INC. 
NONCONSOLIDATED INCOME STATEMENT 
TWELVE MONTHS ENDING MARCH 31,2004 

Taxes other than lncorne Taxes 
lncorne Taxes - Federal 
lncome Taxes - State 
Provision for Deferred lncome Taxes 
Investment Tax Credits 

Total Taxes on Other lncome and Deductions 

Net Other lncorne and Deductions 

lnterest On Long-Term Debt 
Amortization of Debt Discount and Expense 
Amortization of Loss on Reacquired Debt 
Other lnterest Expense 
(Less) Allow for Borrowed Funds Used during Const. 

Net lnterest Charges 

Net lncome 



MDU RESOURCES GROUP, INC. 
STATEMENT OF RETAINED EARNINGS 

DECEMBER 31,2003 

Retained Earnings at December 31, 2002 

Unappropriated Undistributed Subsidiary 
Earnings at December 31,2002 

Retained Earnings at December 31,2002 

Net Income from Income Statement 
for the Twelve Months ended December 31,2003 

Dividend Appropriation of Surplus: 
4.50% Preferred Stock 
4.70% Preferred Stock 
5.1 0% Preferred Stock 
Common Stock 

Retained Earnings at December 31, 2003 
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Function 
Distribution 

MONTANA-DAKOTA UTILITIES CO. 
PLANT IN SERVICE 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT A 

Average Pro Forma Average 
Balance @ Balance @ Balance @ Additions Balance @ Balance @ Pro Forma 
1 213 1102 1 213 1/03 1 213 1/03 to Plant 11 1 213 1104 1 213 1/04 Adjustment 

$30,913,008 $32,800,336 $31,856,672 $2,090,077 $34,890,413 $33,845,375 $1,988,703 

General 9,419,101 9,147,882 9,283,492 508,218 9,656,100 9,401,991 1 18,499 

General Intangible 135,079 138,705 136,892 138,705 138,705 1,813 

Common 1 ,1 87,656 1,455,027 1,321,341 128,079 1,583,106 I ,519,067 197,726 

Common Intangible 1,073,230 1,240,928 1,157,079 229,981 1,470,909 1,355,91 8 198,839 

Construction Work in Progress (CWIP) 324,862 324,862 324,862 324,862 
in Service not yet Classified 21 

Total 

11 See Rule 20:10:13:56, Statement D. 
21 CWIP in Service is reflected at the year end balance. 



Acct. 
No. Account 

Distribution Plant 
Land 
Rights of Way 
Structures & Improvements 
Mains 
Meas. & Reg. Equip.-General 
Meas. & Reg. Equip.-City Gate 
Services 
Positive Meters 
Service Regulators 
Ind. Meas. & Reg. Station Eqpt. 
Other Property on Cust. Premise 
Cathodic Protection Equip. 
Other Distribution Equip. 

Total Distribution Plant 

General Plant 
Land 
Structures and Improvements 
Furniture and Fixtures 
Computer Equip. - PC 
Trans. Equip., Non-Unitized 
Trans. Equip., Unitized 
Stores Equipment 
Tools,Shop&Gar. Eq.-Non-Un. 
Tools,Shop&Gar. Eq.-Unitized 
Vehicle Maintenance Equip. 
Vehicle Refueling Equip. 
Laboratory Equipment 

I.,-.. a .  ...- YrXI.Y I - " 111 -1  1 1 L . d  "V. 

PLANT 1' 'ERVICE 
GAS UTILITY - . .UTH DAKOTA 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 
ADJUSTMENT A 

Average Pro Forma Pro Forma 
Balance @ Balance @ Balance @ Adjustments Balance @ 
1 213 1/02 1213 1/03 1213 1/03 to Plant I /  1 213 1/04 

Average 
Balance @ 
I 213 1 104 

Pro Forma 
Adjustment 



Acct. 
No. 

396.1 
396.2 
397.1 
397.2 
397.3 
397.5 
397.6 
397.8 
398 

Account 
Power Operated Equip. 
Work Equipment Trailers 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory & Tele. Equip. 
Scada System 
Network Equipment 
Miscellaneous Equipment 

Total General Plant 

Intangible Plant - General 

Common Plant 
Land 
Structures and Improvements 
Furniture and Fixtures 
Computer Equip.- BullIAS400 
Computer Equip. - PC 
Computer Equip. - Other (EMS) 
Computer Equip. - Other 
Trans. Equip., Non-Unitized 
Trans. Equip., Unitized 
Aircraft 
Stores Equipment 
Tools, Shop & Gar. Equip. 
Vehicle Maint. Equip. 
Vehicle Refueling Equip. 
Work Equipment Trailers 

I . ~ - I . .  nm.n-wr-ta\w 1- v I ~ L I  I ILV YV. 

PLANT 'ERVICE 
GAS UTILITY - d U T H  DAKOTA 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 
ADJUSTMENT A 

Average Pro Forma Pro Forma 
Balance @ Balance @ Balance @ Adjustments Balance @ 
12/31/02 1213 1/03 1 213 1/03 to Plant I /  1 213 1/04 

96,572 96,572 96,572 174,319 270,891 

Average 
Balance @ Pro Forma 

Adjustment 
87,160 



Acct. 
No. Account 

397.1 Radio Cornrn. Equip.-Fixed 
397.2 Radio Cornrn. Equip.-Mobile 
397.3 General Tele. Cornrn. Equip. 
397.5 Supervisory & Tele. Equip. 
397.8 Network Equipment 
398 Miscellaneous Equipment 

Total Common Plant 

303 Intangible Plant - Common 

Total Gas Plant in Service 

11 See Rule 20:10:13:56, Statement D. 

MONTANA-DAKOTA UTILITIES CO. 
PLANT IN SERVICE 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT A 

Average 
Balance @ Balance @ Balance @ 

Pro Forrna Pro Forrna 
Adjustments Balance @ 
to Plant I1 1 213 1 104 

5,952 16,597 

Average 
Balance @ Pro Forma 
1 213 1/04 Adjustment 

13,621 1,519 



Acct. 
No. 

MONTANA-DAKOTA UTILITIES CO. 
DETAILED COST OF PLANT 

GAS UTILITY 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Account 
Distribution Plant 
Land 
Rights of Way 
Structures & lmprovements 
Mains 
Measuring & Regulating Equip. - Gen. 
Measuring & Regulating Equip. - City Gate 
Services 
Meters 
Service Regulators 
Industrial Measuring & Regulating Equip. 
Misc. Property on Customer Premise 
Other Property on Customer Premise 
Cathodic Protection Equipment 
Other Distribution Equipment 

Total Distribution Plant 

General Plant 
Land 
Structures & lmprovements 
Office Furniture & Equipment 
Computer Equip.-PC 
Transportation Equipment - Non-Un. 
Transportation Equipment - Unitized 
Stores Equipment 
Tools,Shop&Gar. Equip.-Non-Un. 
Tools,Shop&Gar. Equip.-Non-Un. 
Vehicle Maintenance Equipment 
Vehicle Refueling Equipment 
Laboratory Equipment 

Balance @ 
I 213 1 102 Additions Retirements 

$1 09,547 $0 ($384) 
95,588 1,496 (65) 

521,210 10,178 (450) 
80,182,712 3,785,387 (234,006) 

1,423,150 45,097 ( I  0,744) 
1 ,009,l 37 23,172 (4,388)' 

Balance @ 
Transfers 1213 1103 
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Work 
Order # 

J131204 

J138318 

J 133092 

Jl43282 

Jll94O4 

J142889 

J 1 28484 

MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

TWELVE MONTHS ENDING DECEMBER 31,2003 

Construction Date Placed Beginning Major Major Ending 
Description Location Period In-Service Balance Additions Retirements Transfers Balance 

Gas Plant 

Relocate gas main on Omaha St., Rapid City 

Upgrade IP system of East Bismarck 

Replace bare unprotected main, Billings 

Gas main extension at Hidden Lake Sub, Billings 

Install Main, Billings 

Extend gas main in SE Minot 

Extend gas main - Copper Oaks, Rapid City 
Major projects Subtotal 

Miscellaneous Projects 
Subtotal 
Common Plant Allocated to Gas 
Gas Plant Leased to Others 
Total Gas Plant 



MONTANA-DAKOTA UTILITIES CO. 
GAS CWlP IN SERVICE 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

DOCKET NO. - 
RULE 20:10:13:56 
STATEMENT D 
SCHEDULE D-2 
PAGE 2 OF 4 

Work 
Order 

Number Description State Total Distribution General Common 
J131204 Omaha Street Relocation SD ($9,035) ($9,035) 

J136907 Replace Conquest aircraft ND (928) 

J141071 Reconstruct Transportation Dept. Bldg. SD (333) 

J143593 Remodel Annex Building ND (22) 

Small items grouped I / :  

(36) Distribution 

(10) General 

(36) Common 

Total 

I /  Numbers in brackets indicate the number of work orders involved in each item of construction. 



Acct. # Project No. 

B1 34300 
Bl343OR 
J144199 
J 144208 
J 148622 
J 149302 
B13434 
B900034 
J 149325 
J 149326 
B1 3433 
B90031 
J 1 44408 
890032 
B13435 

MONTANA-DAKOTA UTILITIES CO. 
PLANT ADDITIONS - SUMMARY 
GAS UTILITY - SOUTH DAKOTA 

PRO FORMA 2004 

Description 

Distribution 
Mains - Black Hills - Growth 
Mains - Black Hills - Replace 
Relocate 8" and 4" Gas Main 
Relocate 4" Gas Main 79th Street 
Install Main Elk Vale Road Project 
Install 4" Gas Main Elk Vale Road Project 
Measuring & Regulators 
Measuring & Regulating Equipment 
Regulator Station - Elk Vale Road Project 
Regulator Station - Homestead and Elk Vale 
Service Lines 
Meters 
Install Gas Meter Read ERTs 
Regulators 
Cathodic Protection 

Total Distribution 

General 
Office Equipment 
Personal Computers 
Vehicles 
Minor Work Equipment 
Minor Work Equipment 
Work Equipment 
Communication Equipment 
Total General 

Common 
Remodel costs for Annex 
Install Multi-Stack Modular Chiller 
Office Equipment 
Purchase 4 Workstations 
Personal Computers 
Purchase Imaging System 
Purchase 30 Repl MDTs Per Year - MobileUp 
Purchase Bar Coding Equip - MobileUp 
Vehicles 
Communication Equipment 
Network Equipment 
Total Common 

DOCKET NO. - 
RULE 20:10:13:56 
STATEMENTD 
SCHEDULE D-2 
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Region Amount 

Black Hills 
Black Hills 
Black Hills 
Black Hills 
Black Hills 
Black Hills 
Black Hills 
General Office 
Black Hills 
Black Hills 
Black Hills 
General Office 
Dakota Heartlar 
General Office 
Black Hills 

Black Hills 6,234 
Black Hills 1,541 
Black Hills 288,794 
Black Hills 20,771 
General Office 980 
Black Hills 174,319 
Black Hills 15,579 

508,218 

General Office 
General Office 
General Office 
General Office 
General Office 
General Office 
General Office 
General Office 
General Office 
General Office 
General Office 

Common - Intan~ible 
GIs (GEMS) Project General Office 120,128 
Upgrade MUP To Version 6 General Office 22,109 
Upgrade Financial ForecasVBudget System General Office 42,677 
Implement JDE One World General Office 45,067 
Common Intangible 229,981 



MONTANA-DAKOTA UTILITIES CO. 
PLANT ADDITIONS -SUMMARY 
GAS UTILITY - SOUTH DAKOTA 

PRO FORMA 2004 

Distribution 
General 

Other 
Transportation 
Work Equipment 
Tools 

Common 
Other 
Transportation 
Intangible 
Total Additions 
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MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

TWELVE MONTHS ENDING DECEMBER 31,2000 

Work Construction Date Placed Beginning Major Major Ending 
Order # Description Location Period In Service Balance Additions Retirements Transfers Balance 

J104363 Extend Main in Big Horn, Wyoming 

J103818 Relocate Main Rimrock Rd, Billing, MT 

J92036 Extend 6" Main IP Loop, Bismarck, ND 

J93301 Replace 8" Main Shiloh Rd, West Billings 

J92628 Install Main South of Sturgis 

Major Projects Subtotal 

Miscellaneous Projects 
Subtotal 
Common Plant Allocated to Gas 
Gas Plant Leased To Others 
Total Gas Plant 



MONTANA-DAKOTA UTILITIES CO. 
BOOK CHANGES IN GAS PLANT IN SERVICE 

TWELVE MONTHS ENDING DECEMBER 31,1999 

Work Construction Date Placed Beginning Major Major Ending 

Order # Description Location Period In Service Balance Additions Retirements Transfers Balance 

J61355 Replace Low Pressure Main, Billings MT 1125199-12/31/99 12131 11 999 

J61851 Construct IP Loop Line, Rapid City SD 4129199-6125199 612511 999 

J76879 Extend Main, Belle Fouche SD 513199-911 I99 911 I1 999 

Major Projects Subtotal 

Miscellaneous Projects 
Subtotal 
Common Plant Allocated to Gas 
Gas Plant Leased To Others 
Total Gas Plant 
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MONTANA-DAKOTA UTILITIES CO. 
METHODS AND PROCEDURES FOLLOWED IN CAPITALIZING 

THE ALLOWANCE FOR FUNDS USED DURING 
CONSTRUCTION AND OTHER CONSTRUCTION OVERHEADS 

There has been no change in the methodology employed or the 

procedures followed in capitalizing the allowance for funds used during 

construction and other construction overheads as was reported in the 

Company's last FERC Form I. 
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MONTANA-DAKOTA UTILITIES CO. 
SIGNIFICANT CHANGES IN 

INTANGIBLE PLANT 

There have been no significant changes in Intangible Plant balances since 

the end of the year reported in the Company's last FERC Form 1. 
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MONTANA-DAKOTA UTILITIES CO. 
WORKING PAPERS ON PLANT 

NOT USED & USEFUL 

Montana-Dakota has no such plant. 
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MONTANA-DAKOTA UTILITIES CO. 
DESCRIPTION OF PROPERTY RECORDS 

The Company's Continuing Property Records are maintained in 

accordance with the Uniform System of Accounts as prescribed by the 

Federal Energy Regulatory Commission (FERC). The Plant Accounting 

System, which is computerized, records additions to utility plant at original 

cost (including overhead costs and an allowance for funds used during 

construction) through charges to work orders maintained in the Plant 

Accounting Construction Work in Progress (CWIP) System. 

As construction projects are completed and the plant is placed in 

service, the costs accumulated in related work orders are unitized and 

transferred to FERC Account 101, Plant in Service. Such costs are 

recovered from utility customers through depreciation charges to cost of 

service. Upon retirement or other disposition of the plant property units, in 

the ordinary course of business, the original cost is transferred from 

Account 101 and charged to Account 108, Accumulated Provision for 

Depreciation of Utility Plant, plus or minus any net salvage. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS PLANT ACQUISITIONS WITHOUT REGULATORY APPROVAL 

TWELVE MONTHS ENDING DECEMBER 31,2003 

None. 



Function 
Distribution 

General 

General Intangible 

Common 

Common lntangible 

Gas Plant Leased to others 

CWlP in Service 

Total 

MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF ACCUMULATED RESERVE FOR DEPRECIATION 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT B 

Average Pro Forma 
Balance @ Balance @ Balance @ Provision for Balance @ Average Pro Forma 

I 1  Included in the above functions. 

12/31/02 12/31/03 12/31/03 Depreciation 1213 1 104 Balance Adjustment 
$20,849,100 $22,154,928 $21,502,014 $1,306,376 $23,461,304 $22,808,116 $1,306,102 



MONTANA-DAKOTA UTILITIES CO. 
MONTHLY ACCUMULATED PROVISIONS FOR DEPRECIATION BY FUNCTION 

GAS UTILITY 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Function December 2002 January 2003 February March April May June July August September October November December 

Distribution $105,038,561 $105,576,337 $106,048,471 $106,587,069 $107,114,568 $107,635,534 $108,172,404 $708,663,398 $109,193,209 $109,584,359 $109,983,768 $110,463,956 $110,971,485 

General 9,493,634 9,581,189 9,605,123 9,277,619 8,904,334 8.959.814 8,856,950 8,887,438 6,624,416 6,739,680 8,942.632 6,606,681 6,613,289 

Total $114,532,195 $115,157,526 $115,653,594 $115,864,688 $116,018.902 5116,595,348 $117,029,354 5117,550,836 $118,135.841 $116,191,040 $1 16,597.057 $117.088.372 $117,711,165 



Gas Utility 
Account I I I .2 - Intangible 

Account I 08 
Distribution 

MONTANA-DA. i A  UTILITIES CO. 
BOOK CHANGES IN ACCUMULATED PROVISION FOR 
DEPRECIATION AND AMORTIZATION - GAS UTILITY 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Beginning 
Balance Annual Retirements Removal 

Ending 
Balance 

1 213 1 102 Provision (Original Cost) Salvage Costs Adjustments 1213 1/03 
$447,917 $10,455 $458,372 

General 9,493,634 1 ,I 93,769 4,050,001 1,053,238 1,008 (949,952) 6,739,680 

Total Account 108 114,532,195 7,978,894 4,849,929 1,182,401 438,626 (693,770) 1 17,711,165 

Account 115 - Acquisition Adjustment 0 29,837 29,837 

Total $1 14,980,112 $8,019,186 $4,849,929 $1 , I  82,401 $438,626 ($693,770) $1 18,199,374 

Common I /  $6,858,790 $7,704,993 

11 Common Plant is assigned by state on an actual site and use basis when applicable, and the remainder is allocated by state to 
gas and electric on a plant in service basis. Total common changes for the twelve months ended December 31, 2003 are: 

Beginning 
Balance Annual Retirements Removal 

~nd ing  
Balance 

Common Utilitv 
Account I 11.4 

1213 1/02 Provision (Original Cost) Salvage Costs Adjustments 1 213 1/03 
$6,426,442 $1,358,967 $0 $0 $0 $0 $7,785,409 

Account 108 . . 19,876,689 2,215,960 4,772,909 831,296 11,992 (1 ,I 42,452) 16,996,592 

Total Accounts 1 1 1.4 and 108 $26,303,131 $3,574,927 $4,772,909 $831,296 $1 1,992 ($1,142,452) $24,782,001 
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MONTANA-DAKOTA UTILITIES CO. 
PROCEDURES FOLLOWED IN DEPRECIATING 

OR AMORTIZING PLANT AND RECORDING ABANDONMENT 

Effective January I, 2004, the methodology for certain general plant 

accounts changed from depreciation to amortization. Under 'General Plant 

Amortization' methodology, the individual assets within a FERC plant 

account are amortized over the average service life derived for that account 

and retired at the time the asset is fully amortized, regardless of the actual 

physical disposal rate. 
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MONTANA-DAKOTA UTILITIES CO. 
ALLOCATION OF OVERALL ACCUMULATED RESERVE ACCOUNTS 

TO FUNCTIONAL GROUPS OF PLANTS 

This schedule is not applicable because the Company provides and 

records its accumulated reserves for depreciation by functional groups of 

plant accounts. 



Workinn Capital 
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MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF WORKING CAPITAL AND 

CUSTOMER ADVANCES FOR CONSTRUCTION 
GAS UTILITY - SOUTH DAKOTA 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Balance @ Balance @ Pro Forrna Pro Forrna 
1 213 1 I02 1 213 1/03 Average Adjustments Balances 

Materials and Supplies $287,723 $253,659 $270,691 ($51 51 ) $265,54 

Prepaid Insurance 17,823 39,592 28,708 63,192 91,90 

Unamortized FAS 106 158,631 142,768 150,700 (1 5,864) 134,83 

Total Working Capital 

Customer Advances for Construction $81,813 $63,222 $72,518 ($17,666) $54,85 



Description 
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MONTANA-DAKOTA UTILITIES CO. 
MATERIALS AND SUPPLIES 

BY PRINCIPAL ITEM OF MAIN ACCOUNT 
GAS UTILITY - SOUTH DAKOTA 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

1 2/31 102 12/31/03 Average 

Natural Gas Material $286,572 $255,735 $271,153 

Transportation Material 2,606 2,397 2,502 

All Other Gas Material 0 0 0 

R e s e ~ e  for Inventory Shrinkage (1,455) (4,473) (2,964) 
Total $287,723 $253,659 $270,691 



December 2002 
January 2003 
February 
March 
April 
May 
June 
July 
August 
September 
October 
Novern ber 
December 
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MONTANA-DAKOTA UTILITIES CO. 
MATERIALS AND SUPPLIES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT C 

Pro Forrna 
Per Books Pro Forma I /  Adjustment 

Beginning and ending average 

Thirteen month average 

11 Reflects actual data through March 2004 and remainder of months to remain at the 
2003 level. 



December 2002 
January 2003 
February 
March 
April 
May 
June 
July 
August 
September 
October 
Novem ber 
December 

MONTANA-DAKOTA UTILITIES CO. 
PREPAID INSURANCE 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Beginning and ending average 

Thirteen month average 

ADJUSTMENT D 

Per Books 

DOCKET NO. - 
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Pro Forma 
Pro Forrna I 1  Adjustment 

$39,592 
1 83,483 
165,840 
148,197 
132,597 
1 14,979 
97,361 
79,743 
62,125 
44,504 
26,886 
58,404 
40,995 

I 1  Reflects actual data through March 2004. April - December based on 
insurance expense. 



MONTANA-DAKOTA UTILITIES CO. 
UNAMORTIZED FAS 106 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

December 2002 
January 2003 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Beginning and Ending Average 

Thirteen Month Average 

ADJUSTMENT E 

Per Books 
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Pro Forma 
Pro Forma I /  Adjustment 

$142,768 
141,446 
140,124 
138,802 
137,480 
136,158 
134,836 
133,514 
132,192 
130,870 
129,548 
128,226 
126,904 

I /  Reflects actual data through March 2004. April - December reflects 
current amortization. 



MONTANA-DAKOTA UTILITIES CO. 
CUSTOMER ADVANCES FOR CONSTRUCTION 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

December 2002 
January 2003 
February 
March 
April 
May 
June 
July 
August 
Septem ber 
October 
November 
December 

Beginning and ending average 

13 month average 

ADJUSTMENT l 

Per Books 
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Pro Forma 
Pro Forma I /  Adjustment 

$63,222 
63,778 
48,266 
48,822 
57,738 
57,896 
44,711 
45,426 
50,590 
51,305 
52,019 
66,077 
63,222 

$54,852 ($1 7,666) 

I/ Reflects actual data through March 2004. Remainder of months to remain 
at 2003 levels. 
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MONTANA-DAKOTA UTILITIES CO. 
MATERIALS AND SUPPLIES 

GAS UTILITY - SOUTH DAKOTA 
MONTHLY BALANCES FOR YEARS ENDED 

DECEMBER 31,2001 AND DECEMBER 31,2002 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
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MONTANA-DAKOTA UTILITIES CO. 
CUSTOMER ADVANCES FOR CONSTRUCTION 

GAS UTILITY 
TWELVE MONTHS ENDING DECEMBER 31,2003 

Refer to Rule 20:10:13:69, Schedule F-I, page 5. 



MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY CAPITAL STRUCTURE 

2003 
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Capital Required 
Balance Ratio Cost Return 

Long Term Debt $147,600,000 45.783% 8.878% 4.065% 

Preferred Stock 16,250,000 5.040% 4.622% 0.233% 

Common Equity 158,539,438 49.177% 11 .OOO% 5.409% 

Total 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY CAPITAL STRUCTURE 

PROJECTED 2004 

Capital Required 
Balance Ratio Cost Return 

Long Term Debt $1 54,100,000 45.589% 8.624% 3.932% 

Preferred Stock 16,150,000 4.778% 4.61 8% 0.221 % 

Common Equity 167,772,745 49.633% 11 .OOO% 5.460% 

Total 



First Mortnaqe Bonds 

Balance at 12/31/02 
Amortization of GainILoss 

Balance at 12/31 103 
Amortization of GainILoss 

Average Balance 
Average Amort. of GainlLoss 

Pollution Control Bonds 

Balance at 12/31/02 

Balance at 12/31 I03 

Average Balance 

Total Average Long Term Debt 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE LONG-TERM DEBT 

2003 

Balance 
Outstandina 

Annual 
Cost 
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Amortization of GainlLoss 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE LONG-TERM DEBT 

PROJECTED 2004 

Balance 
Outstanding 

Pollution Control Bonds 

Balance at 12/31 I03 

Balance at 12/31/04 

Average Balance 

Total Average Long Term Debt 

Adjusted 
Annual Embedded 

Cost Cost 



MONTANA-DAKOTA UTILITIES CO. 
LONG-TERM DEBT CAPITAL 

DECEMBER 31,2003 

Description 
'irst Mortqaqe Bonds: 
Secured Medium-term Notes, Series A: 
8.25% 
8.6% 
6.52% 
6.71% 
5.83% 
5.98% - Senior Note 

Date of 
Issuance 

Date of 
Maturity 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 06/01 192 06/01/22 
Richland County 6.65% 06/01 I92 06/01/22 
Morton County 6.65% 06/01/92 06/01 122 

ollution Control Notes: 
Grant County 6.2% 

Net Proceeds 
Description Amount Per Unit 

irst Mortqaae Bonds: 
Secured Medium-term Notes, Series A: 
8.25% $26,111,796 87.039% 
8.6% 28,906,532 82.590% 
6.52% 14,082,923 93.886% 
6.71% 13,488.404 89.923% 
5.83% 14,813,914 98.759% 
5.98% - Senior Note 29,456,832 98.1 89% 

'ollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 14,061,276 93.742% 
Richland County 6.65% 3,063,677 94.267% 
Morton County 6.65% 2,420,986 93.115% 

~ t a l  First Mortgage Bonds 146,406.340 

~Ilution Control Notes: 
;rant County 6.2% 

)tal Long-Term Debt Capital $1 51,833,382 

Loss on Reacquirement Redemptio~ 
Principal Underwriters' Commission and Issuance Expense 

Interest Amount Gross % Gross % Gross 
Rate of Issue Proceeds Amount Proceeds Amount Proceeds 

Cost of Principal Embedded 
Money 11 Outstanding Annual Cost Cost 

Yield to maturity based upon the life, net proceeds, semiannual compounding of stated interest rate, and amortization of indenture revision costs. 



MONTANA-DAKOTA UTILITIES CO. 
LONG-TERM DEBT CAPITAL 

DECEMBER 31,2004 

Descriotion 
=irst Mortqaqe Bonds: 
Secured Medium-term Notes, Series A: 
8.25% 
8.6% 
6.71 % 
5.83% 
5.98% - Senior Note 

Principal 
Date of Date of Interest Amount 

Issuance Maturity Rate of Issue 

Underwriters' Commission 
Gross % Gross 

Proceeds Amount Proceeds 

Loss on Reacquirement Redemptioi 
and Issuance Expense 

% Gross 
Amount Proceeds 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 06101192 06/01/22 6.650% 15,000,000 15,000,000 0 938,724 6.258% 0.000% 
Richland County 6.65% 06101192 06/01/22 6.650% 3,250,000 3,250,000 0 186.323 5.733% 0.000% 
Morton County 6.65% 06101 I92 06101122 6.650% 2,600,000 2,600.000 0 0.000% 179,014 6.885% 

Net Proceeds Cost of Principal Embedded 
Description Amount Per Unit Money 11 Outstanding Annual Cost Cost 

=irst Mortoaoe Bonds: 
Secured Medium-term Notes, Series A: 
8.25% $26,111,796 87.039% 10.177% $30,000,000 $3,053,100 
8.6% 28,906,532 82.590% 11.020% 35,000,000 3,857,000 
6.71% 13,488.404 89.923% 8.195% 15,000,000 1,229,250 
5.83% 14,813,914 98.759% 6.086% 15,000,000 912,900 
5.98% - Senior Note 29,456,832 98.1 89% 6.205% 30,000,000 1,861,500 

Pollution Control Refunding Revenue Bonds: 
Mercer County 6.65% 14,061,276 93.742% 7.288% 15,000,000 1,093,200 
Richland County 6.65% 3,063,677 94.267% 7.243% 3,250,000 235,398 
Morton County 6.65% 2,420,986 93.1 15% 7.344% 2,600,000 190,944 

-otal First Mortgage Bonds 
P 

132,323,417 145,850,000 12,433,292 8.525% - 

-otal Long-Term Debt Capital 

I Yield to maturity based upon the life, net proceeds, semiannual compounding of stated interest rate, and amortization of indenture revision costs. 



MONTANA-DAKOTA UTILITIES CO. 
AMORTIZATION OF LOSS ON REACQUIRED DEBT 

2003 

Acct. 1890 - Unamortized Loss 

9 118% due 05-1 5-06 

9 118% due 05-1 5-06 

Average at 1 213 1 I03 

Projected 
Average 

Amortization 
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MONTANA-DAKOTA UTILITIES CO. 
AMORTIZATION OF LOSS ON REACQUIRED DEBT 

PROJECTED 2004 

Projected 
Average 

Amortization 
Acct. 1890 - Unamortized Loss 

9 7 18% due 05-1 5-06 

9 118% due 05-1 5-06 

Average at 12/31 I04 



Description 

Balance at 12/31 102 

Redemptions: 
5.1 % Series 

Balance at 12/31 103 

Average Preferred Stock 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE PREFERRED STOCK 

2003 
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Adjusted 
Balance Annual Embedded 

Outstanding Cost Cost 



Description 

Balance at 12/31 I03 

Redemptions: 
5.1 % Series 

Balance at 12/31 104 

Average Preferred Stock 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE PREFERRED STOCK 

PROJECTED 2004 

Adjusted 
Balance Annual Em bedded 

Outstanding Cost Cost 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY COMMON EQUITY 

2003 

Description 

Common Equity - 12/31/02 

Unappropriated Retained Earnings of Subsidiaries 
Additional Equity of Subsidiaries (Centennial) 

Utility Common Equity - 12/31/02 

Common Equity - 12/31/03 

Unappropriated Retained Earnings of Subsidiaries 
Additional Equity of Subsidiaries 

Utility Common Equity - 12/31/03 

Average Common Utility Equity - 12/37 103 

Amount 
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MONTANA-DAKOTA UTILITIES CO. 
AVERAGE UTILITY COMMON EQUITY 

PROJECTED 2004 

Common Equity - 12/37 103 

Unappropriated Retained Earnings of Subsidiaries 
Additional Equity of Subsidiaries 

Utility Common Equity - 12/31/03 

Common Equity Infusion 
Projected Equity Earnings 
Less: Utility Dividends 

Utility Common Equity - 12/31/04 

Amount 

Average Common Utility Equity - 12/31/04 



MDU Resources Group Inc. 
Equity Issuance - 1999- 2003 

DRIP 401-K Acquisition Equity Draw Down Employee Stock Exercise 
Flotation Flotation Flotation Flotation Flotation Shares 

Period Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs Shares Dollars Costs Outstanding 
Beoinnino Balance 79,909,426 
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MDU RESOURCES GROUP, INC. 
STOCK DIVIDENDS, STOCK SPLITS OR 
CHANGES IN PAR OR STATED VALUE 

FOR THE FIVE-YEAR PERIOD ENDING DECEMBER 31,2003 

On April 30, 1999, the MDU Resources Group, Inc. Certificate of lncorporation was 

amended pursuant to stockholder approval. The amendment to the Certificate of 

lncorporation increased the number of shares of common stock which the company 

is authorized to issue from 75,000,000 shares of common stock with a par value of 

$3.33 to 150,000,000 shares with a par value of $1.00. 

On October 29, 2003, MDU Resources Group, Inc. issued 37,862,129 additional 

shares of Common Stock, Par value $1.00, in connection with a three-for-two 

Common Stock split to be effected in the form of a fifty percent stock dividend. 



Avg. Number 
of Shares 

Outstanding 
(000's) 21 

Year Ended December 3 1 : 

Twelve Months: 

January 2003 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

MDU RESOURCL GROUP, INC. 
COMMON STOCK DATA 

FOR THE FIVE YEARS ENDED DECEMBER 31,2003 

Annual 
Diluted 

Earnings 
(per share) 21 

1 .O1 
1.20 
1.52 
1.38 
1.55 

Annual 
Dividends 

(per share) 21 

0.5467 
0.5733 
0.6000 
0.6266 
0.6600 

Dividend1 
Earnings 

Ratio 

54% 
48% 
39% 
45% 
43% 

Average 
Market 
Price 11 

15.27 
16.02 
20.17 
17.59 
20.91 

Price1 
Earnings 

Ratio 

Dividend1 
Price 
Ratio 

11 The average market price is based on monthly high and low for the year. 
21 Common stock amounts reflect the Company's three-for-two common stock split effective October 29, 2003. 
31 Includes the cumulative effect of the change in accounting for asset retirement obligations as required by the adoption of Statement of Financial 

Accounts Standards No. 143 (February - December 2003). 
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MONTANA-DAKOTA UTILITIES CO. 
REACQUISITION OF BONDS OR PREFERRED STOCK 

FOR THE FIVE-YEAR PERIOD ENDING DECEMBER 31,2003 

First Mortgaqe Bonds 

There was no reacquisition of bonds during the five years ending December 31, 
2003. 

Preferred Stock 

Title - 

Preferred Stock: 
5.1 % Preferred Stock 

Principal Reacquisition Gain or 
Amount Cost (Loss) 



Cost of Gas 
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MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF OPERATION AND MAINTENANCE EXPENSES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Pro Forma 
South Dakota Adjustments Pro Forrna 

$34,335,947 $1 1,747,188 $46,083,135 

Other Gas Supply 66,813 4,036 70,849 

Distribution 2,719,198 41 9,189 3,138,387 

Customer Accounts 1,446,693 148,009 1,594,702 

Customer Service & Infor. 49,845 4,714 54,559 

Sales 273,956 (4,489) 269,467 

Administrative and General 2,708,304 680,920 3,389,224 

Total Operation and Maintenance Expenses $41,600,756 $1 2,999,567 $54,600,323 



Account 
No. 
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MONTANA-DAKOTA UTILITIES CO. 
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SUMMARY OF OPERATION AND MAINTENANCE EXPENSES 
GAS UTILITY - SOUTH DAKOTA 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Pro Forma 
Per Books Adjustments Pro Forma 

Other Gas Su~p lv  Expenses 
Natural Gas City Gate Purchases 
Purchased Gas Cost Adjustments 
Gas Withdrawn from Storage 
Gas Delivered to Storage 
Gas Used for Other Utility Operations - Cr. 
Other Gas Supply Expenses 

Total Other Gas Supply Expenses 

Distribution Expenses 
Operation 
Supervision and Engineering 
Distribution Load Dispatching 
Mains and Services 
Measuring & Reg. Station Exp. - General 
Measuring & Reg. Station Exp. - Industrial 
Measuring & Reg. Station Exp. - City Gate 
Meters and House Regulators 
Customer Installations 
Other Expenses 
Rents 

Total Operation Expenses 

Maintenance 
Supervision & Engineering 
Structures & Improvements 
Mains 
Measuring & Reg. Station Exp. - General 
Measuring & Reg. Station Exp. - Industrial 
Measuring & Reg. Station Exp. - City Gate 
Services 
Meters and House Regulators 
Other Equipment 

Total Maintenance Expenses 

Total Distribution Expenses 

Customer Accounts Expenses 
Operation 
Supervision 
Meter Reading Expenses 
Customer Records and Collection Exp. 
Uncollectible Accounts 
Misc. Customer Accounts Expenses 

Total Customer Accounts Expenses 
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SUMMARY OF OPERATION AND MAINTENANCE EXPENSES 
GAS UTILITY - SOUTH DAKOTA 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Account Pro Forma 
No. Per Books Adjustments Pro Forrna - P P 

Customer Service & Information Expenses 
Operation 

907 Supervision $2,179 
908 Customer Assistance Expenses 35,585 
909 Informational and Instructional Expenses 12,081 
91 0 Misc. Customer Service & Info. Exp. 

Total Customer Service & Info. Exp. $49,845 $4,714 $54,559 

Sales Expenses 
Operation 

91 1 Supervision $46,345 
91 2 Demonstrating and Selling Expenses 187,077 
91 3 Advertising Expenses 26,496 - .  

916 Misc. Sales Expenses 
Total Sales Expenses 

Administrative & General Expenses 
Operation 
Administrative and General Salaries 
Office Supplies and Expenses 
Outside Services Employed 
Property Insurance 
Injuries and Damages 
Employee Pensions and Benefits 
Franchise Requirements 
Regulatory Commission Expenses 
General Advertising Expenses 
Miscellaneous General Expenses 
Rents 

Total Operation Expenses 

Maintenance 
935 Maintenance of General Plant 

Total Administrative & General Expenses $2,708,304 $680,920 $3,389,224 

Total Operation & Maintenance Expenses $41,600,756 $1 2,999,567 $54,600,323 



MONTANA-DAKOTA UTILITIES CO. 
OPERATION & MAINTENANCE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
lWELVE MONTHS ENDING DECEMBER 31,2003 

PRO FORMA 

Contract Vehicles & 
Function Total Cost of Gas Labor Benefits Insurance Labor Work Equip. Postage Telephone 

Cost of Gas $46,083,135 $46,083,135 

Other Gas Supply 70,849 $63,087 $51 8 $155 

Distribution 3,138,387 2,120,035 438,447 459,956 $5,291 $35,215 

Customer Accounting 1,594,702 940,013 1 19,356 61,111 1 17,549 8,198 

Customer Service & Information 54,559 34,275 4 4,811 0 0 

Sales 269,467 227,929 43 1 14,313 646 4,754 

Administrative and General 3,389,224 923,330 $1,237,612 $211,058 157,015 11,828 31,948 55,280 

Total Other O&M 8,517,188 0 4,308,669 1,237,612 21 1,058 715,771 552,174 155,434 103,447 

Total O&M $54,600,323 $46,083,135 $4,308,669 $1,237,612 $211,058 $715,771 $552,174 $155,434 $103,447 



DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-1 
PAGE 2 OF 21 



DOCKET NO. - 
RULE 20:10:13:8' 
STATEMENT H 
SCHEDULE H-1 
PAGE 3 OF 21 

MONTANA-DAKOTA UTILITIES CO. 
PRO FORMA COST OF GAS 

GAS UTILITY - SOUTH DAKOTA 
ADJUSTMENT NO. 6 

Dk Adjusted 
Pro Forma for Distribution Commodity Pro Forma 
Dk Sales Losses I 1  Charge 21 Cost of Gas 

Residential 3,280,458 3,317,615 $6.898 $22,884,908 

Firm General Service 2,239,643 2,265,Ol I 6.898 15,624,046 

Air Force 31 573,102 573,102 5.646 3,235,734 

Small Interruptible 25,747 26,039 6.898 179,617 

Large Interruptible 41 728,477 736,728 5.645 4,158,830 

Total 

Per Books Cost of Gas $34,335,947 

Pro Forma Adjustment $1 I ,747,188 

1 / Distribution loss factor of 1 .12%. . 

21 June I ,  2004 Purchased Gas Adjustment reflecting weighted seasonal demand and 
annual gas commodity 

31 The Air Force owns its distribution system so there are no distribution losses. 
41 Includes firm contract volumes. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

LABOR EXPENSE 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 7 

Per Books Pro Forrna 
Gas Utility South Dakota South Dakota 11 

Gas Supply $31 1,974 $59,059 $63,087 
Distribution 10,422,764 1,984,680 2,120,035 
Customer Accounting 4,706,799 879,997 940,013 
Customer Service 21 0,030 32,087 34,275 
Sales 929,061 21 3,377 227,929 
A&G 4,180,307 864,379 923,330 

Total $20,760,935 $4,033,579 $4,308,669 

Pro Forma 
Adjustment 

$4,028 
135,355 
60,016 
2,188 

14,552 
58,951 

$275.090 

11 Reflects average 6.82% increase reflecting average 2002-2004 bonus. 



DOCKET NO. 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 5 OF 21 

MONTANA-DAKOTA UTILITIES CO. 
BENEFITS EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 8 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forrna Adjustment 
$1,775,991 $348,281 $429,291 $81,010 

Pension expense (488,642) (95,458) 139,999 235,457 
Post-retirement 1,455,894 288,819 308,834 20,015 
401-K 520,003 103,310 1 11,523 8,213 
Workers compensation 203,593 45,817 49,119 3,302 
SlSP 

Total 
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MONTANA-DAKOTA UTILITIES CO. 
INSURANCE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 9 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forma Adjustment 
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MONTANA-DAKOTA UTILITIES CO. 
CONTRACT LABOR AND CONSULTING SERVICES EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 34,2003 

ADJUSTMENT NO. 10 

Per Books Pro Forrna 
Gas Utility South Dakota Pro Forma 11 Adjustment 

Other Gas Supply 11 $3,073 $582 $51 8 ($64) 
Distribution 21 1,107,647 379,312 438,447 59,135 
Customer Accounting 11 263,247 134,183 1 1  9,356 (1 4,827) 
Customer Service 11 25 5 4 (1) 
Sales 11 1,792 484 431 (53) 
A&G 11 867,613 176,520 157,015 (1 9,505) 

Total Contract Labor $2,243,397 $691,086 $715,771 $24,685 

11 Reflects a decrease of 11.05%. 
21 Reflects an increase of 15.59%. 
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VEHICLES AND WORK EQUIPMENT 
GAS UTILITY - SOUTH DAKOTA 

TWELVE MONTHS ENDING DECEMBER 31,2003 
ADJUSTMENT NO. 11 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forma 11 Adjustment 

Other Gas Supply $377 $71 $155 $84 
Distribution 1,012,689 237,562 459,956 222,394 
Customer Accounting 172,142 28,806 61 ,I 11 32,305 
Customer Service 9,390 2,270 4,811 2,541 
Sales 32,544 6,746 14,313 7,567 
A&G 27,365 5,576 1 1,828 6,252 
Total Company Vehicles $1,254,507 $281,031 $552,174 $271,143 

11 Based on pro forma plant and proposed depreciation rates. 
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MONTANA-DAKOTA UTILITIES CO. 
POSTAGE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 12 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forma 11 Adjustment 

Distribution $29,119 $5,451 $5,291 ($1 60) 
Customer Accounting 643,024 121,097 1 17,549 (3,548) 
Customer Service 8 0 0 0 
Sales 7,087 666 646 (20) 
A&G 156,768 32,912 31,948 
Total Postage 

(964) 
$836,006 $160,126 $1 55,434 ($4,692) 

11 Reflects a decrease of 2.93%. 
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MONTANA-DAKOTA UTILITIES CO. 
TELEPHONE EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 13 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forma 11 Adjustment 

Distribution $220,852 $35,092 $35,215 $123 
Customer Accounting 64,313 8,169 8,198 29 
Customer Service 1,415 0 0 0 
Sales 21,336 4,737 4,754 17 
A&G 262,514 55,087 55,280 193 
Total Telephone $570,430 $103,085 $1 03,447 $362 

11 Reflects an increase of .35%. 
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MONTANA-DAKOTA UTILITIES CO. 
OFFICE SUPPLIES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 14 

Per Books Pro Forrna 
Gas Utility South Dakota Pro Forma 11 Adjustment 

Other Gas Supply $420 $79 $67 ($12) 
Distribution 60,224 8,209 7,006 (1,203) 
Customer Accounting 1 04,940 19,623 16,746 (2,877) 
Customer Service 1,374 96 82 (1 4) 
Sales 11,893 1,949 1,663 (286) 
A&G 364,388 73,496 62,721 (1 0,775) 
Total Office Supplies $543,239 $1 03,452 $88,285 ($15,167) 

11 Reflects a decrease of 14.66%. 



Distribution 
Customer Accounting 
Sales 
A&G 

Total 
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MONTANA-DAKOTA UTILITIES CO. 
COMPANY CONSUMPTION 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 15 

Distribution 
Customer Accounting 
Sales 
A&G 

Total Electric 

Distribution 
Customer Accounting 
Sales 
A&G 
Total Gas 

Per Books - Total Pro Forrna 
Gas Utility South Dakota Pro Forma Adjustment 

$185,800 $14,703 $1 8,436 $3,733 

Per Books - Electric Pro Forma 
Gas Utility South Dakota Pro Forma Adjustment 

$60,579 $655 $655 $0 
23,845 0 0 0 

3,875 0 0 0 

Per Books - Gas Pro Forma 
Gas Utility South Dakota Pro Forma 11 Adjustment 

$125,221 $14,048 $1 7,781 $3,733 

11 Reflects an increase of 26.57%. 



Distribution 
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MONTANA-DAKOTA UTILITIES CO. 
UNCOLLECTIBLE ACCOUNTS 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 16 

Per Books Pro Forrna 
Gas Utility South Dakota Pro Forma 11 Adjustment 

$362 $188 $0 ($1 88) 
Customer Accounting 604,262 139,486 209,033 69,547 
Total Uncollectible Accounts $604,624 $1 39,674 $209,033 $69,359 

I/ Based on 5 year average of write-offs to pro forrna revenues. 
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MONTANA-DAKOTA UTILITIES CO. 
COMPUTER RENTAL 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 17 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forma 11 Adjustment 

Customer Accounting $1 30,837 $24,702 $30,433 $5,731 
A&G 75,059 15,751 19,503 3,752 
Total Computer Rental $205,896 $40,453 $49,936 $9,483 

I 1  Increase reflects cost of adding a new Geographic Information System server. 



MONTANA-DAKOTA UTILITIES CO. 
INDUSTRY DUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 18 
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Per Books Pro Forma 

American Gas Association 11 
Black Hills Community Economic Development, Inc. 
Chamber of Commerce - Belle Fourche 
Chamber of Commerce-Deadwood 
Chamber of Commerce-Lead Area 
Chamber of Commerce-Rapid City Area 
Chamber of Commerce-Spearfish 
Chamber of Commerce-Sturgis 
Energy Safety Association 
Midwest Energy Association 
NARUC 
Rapid City Area Economic Development Corp. 
United Telecom Council 
Other 

South Dakota Pro Forma Adjustment 
$8,731 $8,174 ($557) 

I/ Pro Forma reflects 2004 dues, adjusted to eliminate 2.00% for lobbying. 



MONTANA-DAKOTA UTILITIES CO. 
ADVERTISING EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 19 

Per Books 
Gas Utilitv South Dakota 

Informational $ 5 7 4  7 $12,081 
Promotional 89,324 26,495 
Institutional 

Total 

Pro Forma 
Pro Forma Adjustment 

$12,081 ($0) 
(26,495) 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I 
PAGE 16 OF 21 

11 Reflect reclassification of amount recorded in incorrect account. 



MONTANA-DAKOTA UTILITIES CO. 
REGULATORY COMMISSION EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 20 

South Dakota Pro Forma 
Per Books Pro Forma I1 Adiustment 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I  
PAGE 17 OF 21 

11 Reflects three year amortization of rate case expense. 
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MONTANA-DAKOTA UTILITIES CO. 
DEPRECIATION STUDY EXPENSE 
GAS UTILITY - SOUTH DAKOTA 

TWELVE MONTHS ENDING DECEMBER 31,2003 
ADJUSTMENT NO. 21 

Per Books Pro Forma 
Gas Utility South Dakota Pro Forma 11 Adjustment 

A&G $0 $0 $3,050 $3,050 

11 Reflects 5 year amortization of depreciation study expenses. 



MONTANA-DAKOTA UTILITIES CO. 
ALL OTHER O&M 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

Other Gas Supply 

Distribution 

Customer Accounting 

Customer Service 

Sales 

A&G 

Total Other O&M 

Items 
Per Books Adjusted All Other 
Other O&M lndi"idually O&M 

$66,813 $59,791 $7,022 

DOCKET NO. 
RULE 20:10:13:81 
STATEMENT H 
SCHEDULE H-I  
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MONTANA-DAKOTA UTILITIES CO. 
ITEMS ADJUSTED INDIVIDUALLY 

GAS UTILITY - MONTANA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

Regulatory 
Office Company Uncollectible Computer Industry Commission All Other 

Function Supplies Consumption Accounts Rental Dues Advertising Expense O&M 

Cost of Gas $0 

Other Gas Supply ($79) 7,022 

Distribution (8,209) ($14,703) ($1 88) 54,001 

Customer Accounting (1 9,623) (6,147) (1 39,486) ($24,702) 84,483 

Customer Service & Information (96) ($12;081) 3,306 

Sales (1,949) (863) (26,495) 18,639 

Administrative and General (73,496) (1 5,722) (1 5,751) ($42,948) (5,647) ($1,869) 472,386 
Total Other O&M ( I  03,452) (37,435) ( I  39,674) (40,453) (42,948) (44,223) (1,869) 639,837 

Total O&M ($1 03,452) ($37,435) ($1 39,674) ($40,453) ($42,948) ($44,223) ($1,869) $639,837 



DOCKET NO. - 
RULE 20:10:13:82 
STATEMENT H 
SCHEDULE H-2 
PAGE 1 OF I 

MONTANA-DAKOTA UTILITIES CO. 
COST OF GAS - GAS UTILITY 

FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

Please see Rule 20:10:1 3:801 Schedule H, page 1 and Rule 2O:lO:l3:8l, 

Schedule H-I, page 3 for the cost of gas for the twelve months ending 

December 31,2003. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY 

FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

Please see the following pages: 

Advertising - Please see pages 2-4 for samples of advertising and Rule 
20:10:13:81, Statement H, Schedule H-I , page 16 for the advertising 
expenses. 

Benefits - Please see Rule 20:10:13:81, Statement H, Schedule H-1, 
page 5 for the detail of benefits. 

Regulaton, Commission Expense - Please see Rule 20: 10:13:81, 
Statement H, Schedule H-1 , page 17 for the regulatory commission 
expense. 
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For safety's sake, let others in your natural gas so you can easily recognize 
fkmiiy scratch the flame and sniff, too. the escaping gas. 

If you ever well t .  odor, leave the Natural gas has a safety record we 
house and call us from a neighbois can all be proud of. We are working, 
telephone. Do not operate any light with your hdp, to keep it that my! 
switches or electrical equipment 

Natural gas is really odorless. The 
odor you sniffed when you scratched 
the flame is a chemical added to A D- d MDU RLWJ~SS mup, hc. 

ACCOUNT 909 
INFORMATIONAL 
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tJfIM?ErS ICD, 
A Divjsm of WU &s.omes Gloup, hc. 

In the Carnmunify to Serve' 

ACCOUNT 930.1 
INSTITUTIONAL 



MONTANA-DAKOTA UTILITIES CO. 
INTERCOMPANY TRANSACTIONS 

TWELVE MONTHS ENDING DECEMBER 31,2003 

Williston Basin Interstate Pipeline Co. 

Bitter Creek Pipelines, LLC 

Pioneer Construction, Inc. 

Prairielands Energy Marketing, Inc. 

Knife River 

. . 
JTL Group Inc. 

Empire Sand & Gravel Co 

Fidelity Exploration & Production 

Rocky Mountain Contractors, Inc. 

Highline Equipment Inc. 

Wagner Smith Equipment Co 
Total 

DOCKET NO. - 
RULE 20:10:13:84 
STATEMENT H 
SCHEDULE H-4 
PAGE 1 OF 1 
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MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF CURRENT AND PRO FORMA REVENUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

Sales 
Residential 
Firm General 11 
Air Force 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 

Total Sales 

Pro Forma 
Per Books Adjustments 

Pro Forma 
Revenue 

Trans~ortation 
Small Interruptible 21 0,676 268 21 0,944 
Large Interruptible 159,118 (45,278) 1 13,840 
Unbilled Revenue (6,609) 6,609 0 

Total Transportation $363,185 ($38,401 ) $324,784 

Total Sales and Transportation $44,564,820 $13,499,837 $58,064,657 

Other Revenue 
Miscellaneous Service Revenue $27,095 $0 $27,095 
Rent from Property 136,285 0 136,285 
Other Revenue 53,241 0 53,241 
Late Pavment Revenues 0 47~709 47 7n9 

Total bther Revenue 

Total Operating Revenue $44,781,441 $13,547,546 $58,328,987 

I /  Includes firm contract revenues. 



Rate Reporting Class 

Sales 
Residential 

Residential 
Total Residential 

Air Force 
lnterruptible 

Total Air Force 

Firm General 
Firm General 

Total Firm General 

lnterruptible 
Small lnterruptible 
Large lnterruptible 

Total lnterruptible 

Total Sales 

Transportation 
Small lnterruptible 
Large lnterruptible 

Total Transportation 

Total Sales & Transportation 

MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF REVENUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

PRO FORMA 2004 

Per Books Per Books @ Current Rates 21 Normalized 

Customers 11 Dk Revenue Customers 11 Dk Revenue Customers 11 Dk Revenue 



Rate Reporting Class 

Sales 
Residential 

Residential 
Total Residential 

Air Force 
Interruptible 

Total Air Force 

Firm General 
Firm General 

Total Firm General 

Interruptible 
Small lnterruptible 
Large Interruptible 

Total lnterruptible 

Total Sales 

Transportation 
Small lnterruptible 
Large lnterruptible 

Total Transportation 

Total Sales & Transportation 

MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF REVENUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

PRO FORMA 2004 

Annualized Pro Forma 2004 

Customers I 1  Dk Revenue Customers I 1  Dk Revenue 

I /  Average monthly customers. 
21 Rates effective with service rendered on and after 12/02/03, Docket No. NG02-011. 

June 1, 2004 Purchased Gas Adjustment reflecting weighted seasonal demand and annual gas commodity. 



Sales 
Residential 
Firm General 
Air Force 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 

Total Sales 

Transportation 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT TO REVENUES REFLECTING CURRENT RATES 
TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT NO. I 

Revenue 
Per Books 

$23,626,622 
16,357,688 
2,283,008 

21 5,388 
399,602 

1,319,327 

$44,201,635 

21 0,676 
159,118 

(6.608) 

Total Transportation $363,186 

Total Sales & Transportation Revenue $44,564,821 

Revenues 
@ Current 
Rates I /  

DOCKET NO. - 
RULE 20:10:13:85 
STATEMENT l 
PAGE 4 OF 10 

Pro Forma 
Adjustment 

I /  Rates effective with service rendered on and after 12/02/03, Docket No. NG02-011. 
June 1, 2004 Purchased Gas Adjustment reflecting weighted seasonal demand 
and annual gas commodity. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT TO REVENUES REFLECTING NORMAL WEATHER 
TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT NO. 2 

Revenues @ Current Rates Normalized Pro Forma 

Dk Revenue Dk 11 Revenue Adjustment 

Sales 
Residential 3,048,371 $28,966,732 3,164,381 $29,942,493 $975,761 
Firm General 2,720,670 21,382,249 2,790,159 21,941,913 559,664 
Air Force 537,378 3,068,493 573,102 3,272,406 203,913 
Small Interruptible 35,076 266,160 35,076 266, 160 0 
Large Interruptible 86,205 509,202 88,690 523,829 14,627 

Total Sales 6,427,700 $54;192,836 6,651,408 $55,946,801 $1,753,965 

Transportation 
Small Interruptible 344,377 193,839 319,325 193,839 0 
Large Interruptible 613,766 137,437 605,946 136,052 (1,385: 

Total Transportation 958,143 $331,276 925,271 $329,891 ($1,385: 

Total Sales & Transportation Revenue 7,385,843 $54,524,112 7,576,679 $56,276,692 $1,752,580 

Residential, Firm General, Air Force and Small lnterruptible volumes are adjusted to reflect normal weather. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT TO REVENUES REFLECTING ANNUALIZED CUSTOMERS 
TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT NO. 3 

Normalized Annualized Pro Forma 

Dk Revenue Dk 11 Revenue Adjustment 

Sales 
Residential 3,164,381 $29,942,493 3,213,222 $30,416,622 $474,129 
Firm General 2,790,159 21,941,913 2,805,336 22,071,501 129,588 
Air Force 573,102 3,272,406 573,102 3,272,406 0 
Small Interruptible 35,076 266,160 35,076 266,160 0 
Large Interruptible 88,690 523,829 88,690 523,829 0 

Total Sales 

Transportation 
Small Interruptible 319,325 193,839 344,377 193,839 0 
Large Interruptible 605,946 136,052 605,946 136,052 0 

Total Transportation 925,271 $329,891 950,323 $329,891 $0 

'~ta l  Sales & Transportation Revenue 7,576,679 $56,276,692 7,665,749 $56,880,409 $603,717 

11 Residential and firm volumes are annualized. 



Sales 
Residential 
Firm General 
Air Force 
Small lnterruptible 
Large lnterruptible 

Total Sales 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT TO REVENUES REFLECTING PRO FORMA REVENUES 
TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT NO. 4 

Annualized 

Dk Revenue 

DOCKET NO. - 
RULE 20:10:13: 
STATEMENT l 
PAGE 7 OF 10 

Pro Forma 2004 Pro Forma 

Dk 11 Revenue Adjustment 

Transportation 
Small Interruptible 344,377 193,839 381,174 210,944 17,105 
Large Interruptible 605,946 136,052 534,690 1 13,840 (22,212) 

Total Transportation 950,323 $329,891 91 5,864 $324,784 ($5,107) 

Total Sales & Transportation Revenue 7,665,749 $56,880,409 7,763,291 $58,064,657 $1,184,248 

Reflects changes in customers and volumes occuring in 2004. 
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MONTANA-DAKOTA UTILITIES CO. 
MISCELLANEOUS REVENUES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 5 

Pro Forrna 
Per Books Adjustments Pro Forma 

Miscellaneous Service Revenue 
Reconnect Fees $9,276 $9,276 
NSF Check Fees 5,350 5,350 
Work for Contractors, Municipalities and Others 12,469 12,469 

Miscellaneous Service Revenue $27,095 $27,095 

Rent from Property 136,285 136,285 

Other Revenue 53,241 53,241 

Late Payment Revenues 47,709 47,709 

Total Misc. Revenues 



MONTANA-DAKOTA UTILITIES CO. 
PER BOOKS REVENUE BY CUSTOMER CLASS 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

Jan 03 Feb 03 Mar 03 Apr 03 May 03 Jun 03 JulO3 Aug 03 Sept 03 Oct 03 Nov 03 Dec 03 Total 
Sales 

Residential $3,039,278 $2,905,256 $3,116,656 $2,618.490 $1,561,119 $1,070,726 $891,467 $718,320 $779,602 $1,267,002 $2,310,464 $3,348,242 $23,626,622 
Firm General 1,943,569 1,913,617 2,181,448 1,789,471 1,060,895 842.224 732.546 617,274 589,213 872,445 1,533,506 2,281,479 16,357,687 
Air Force 278,783 288,187 317,156 430,970 181.283 126,245 55,089 33.912 28,606 53.984 132.317 356.476 2.283.008 
Small Interruptible 26,390 23.515 27.929 25.036 14,603 13,664 17,823 12,470 9,629 11,872 15,692 16,765 215,388 
Large lnterrubtible . 39,457 37,359 47,111 48,284 26,782 25,907 28.255 16.688 15,538 29,226 38,913 46,082 399,602 
Total Sales 5,327,477 5.167.934 5,690,300 4,912,251 2,844,682 2,078,766 1,725,180 1,398,664 1,422,588 2,234,529 4,030,892 6,049,044 42.882.307 

Transportation 
Small lnterruotible 16.686 23.893 22.990 21.048 15.306 14.265 11,886 13,791 13,669 16,261 16,077 24.804 210,676 
Large lntermbtible 17,073 141674 14,698 17,056 13,716 12,834 12,243 11,095 9,958 10,298 11,993 13,481 159,119 
Total Transportation 33.759 38,567 37,688 38,104 29,022 27,099 24,129 24.886 23.627 26.559 28,070 38,285 369,795 

TotalSouthDakota $5,361.236 $5,206,501 $5,727,988 $4,950,355 $2,873,704 $2,105,865 $1,749.309 $1,423,550 $1,446.215 $2,261,088 $4,058,962 $6,087,329 $43,252,102 
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MONTANA-DAKOTA UTILITIES CO. 
REVENUES AT PROPOSED RATES 

Please see Rule 20:10:13:98, Statement 0, page 1, for the revenues 

at proposed rates by customer class. 



MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF DEPRECIATION EXPENSE 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

Function 
Distribution 

2003 Pro Forma 
Per Books Pro Forma 11 Adjustment 
$1,439,017 $1,306,376 ($1 32,641) 

General 187,348 31 0,772 123,424 

General Intangible 1,122 749 (373) 

Common 67,232 96,858 29,626 

Common Intangible $120,865 $1 27,592 6,727 

CWlP in Service 

Total 

Pro Forma Adjustment to Accumulated Reserve $2,298,170 

DOCKET NO. - 
RULE 20:10:13:86 
STATEMENT J 
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11 Average Annual depreciation expense on pro forma plant in service. 
21 Included in the above functions. 
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Acct. 
No. 

374.1 
374.2 
375 
376 
378 
379 
380 
381 
383 
385 
386.2 
387.1 
387.2 

MONTANA-DAKOTA UTILITIES CO. 
DEPRECIATION RATES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

PRO FORMA ADJUSTMENT NO. 22 

Account 
Distribution Plant 
Land 
Rights of Way 
Structures & Improvements 
Mains 
Meas. & Reg. Equip.-General 
Meas. & Reg. Equip.-City Gate 
Services 
Positive Meters 
Service Regulators 
Ind. Meas. & Reg. Station Eqpt. 
Other Property on Cust. Premise 
Cathodic Protection Equip. 
Other Distribution Equip. 

Total Distribution Plant 

General Plant 
Land 
Structures and lmprovements 
Furniture and Fixtures 
Computer Equip. - PC 
Trans. Equip., Non-Unitized 
Trans. Equip., Unitized 
Stores Equipment 
Tools,Shop&Gar. Eq.-Non-Un. 
Tools,Shop&Gar. Eq.-Unitized 
Vehicle Maintenance Equip. 
Vehicle Refueling Equip. 
Laboratory Equipment 
Power Operated Equip. 
Work Equipment Trailers 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Network Equipment 
Miscellaneous Equipment 

Total General Plant 

Intangible Plant - General 

Pro Forma Depreciation 
Average Plant 11 Rate 

Annual 
Depreciation 

Accumulated 
Reserve 



Acct. 
No. - Account 

MONTANA-DAKOTA UTILITIES CO. 
DEPRECIATION RATES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

PRO FORMA ADJUSTMENT NO. 22 

w u u n t z  I IWW. - 
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Common Plant 
Land 
Structures and Improvements 
Furniture and Fixtures 
Computer Equip.- BullIAS400 
Computer Equip. - PC 
Computer Equip. - EMS 
Computer Equip. - Other 
Trans. Equip., Non-Unitized 
Trans. Equip., Unitized 
Aircraft 
Stores Equipment 
Tools, Shop & Gar. Equip. 
Vehicle Maint. Equip. 
Vehicle Refueling Equip. 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory & Tele. Equip. 
Network Equipment 
Miscellaneous Equipment 

Total Common Plant 

Intangible Plant - Common 

CWlP in Service 61 
Distribution 
General 
Common 
Total CWlP 

Total Gas Plant in Service 

11 See Rule 20:10:13:54. 
21 Charged to a clearing account. 
31 Amortized. 

Pro Forma Depreciation Annual Accumulated 
Average Plant 11 Rate Depreciation Reserve 

41 Reflects depreciation on pro forma plant addition only as account was previously fully depreciated. 
51 Amortized and charged to a clearing account. 
61 Composite rates by function. 



uubnc I NU. - 
RULE 20:10:13:86 
STATEMENT J 
PAGE 4 OF 8 

MONTANA DAKOTA UTILITIES CO. 
DEPRECIATION AND AMORTIZATION EXPENSES 

See Pages 5 through 7 for Montana-Dakota's depreciation rates as set 
forth in a study performed by AUS Consultants as of December 31, 2001 
for gas and common plant. 
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Gas Division 

Summary or Original Cost of Utility Plant i n  Service as of December 31,2001 
and Related Annual ~epreciation Expense Under Present and Proposed Rates 

Account 
No. - Descri~tion ' 

(a) (b) 

Original Present Rates Proposed Rates 
Cost Annual Annual 

12/31/01 Rate % Accrual Rate % Accrual 
(d (d) (el (0 (s) 

Net 
. Change 
.Depr. Exp. 

(h) 

DEPRECIABLE PLANT 

Distributlon Plant 
374.20 Rights of Way 
375.00 Distr. Meas & Reg Station Structures 

Mains 
376.1 0 Mains-Steel 
376.20 M.ains-Plastic 
376.30 Mains-Valves 
376.40 Mains-Manholes 
376.50 Mains-Bridge & River Crossings 

Total Mains 

378.00 Meas & Reg Station EquigGeneral 
Meas & I3eg Station ~ q u i p ~ i t y  Gate 

Services 
Services-Steel 
Services-Plastic 
Farm & Fuel Unes 

Total Services 

Meters 
Service Regulators 
Industrial Meas. & Reg. Station Equipment 

MISCELLANEOUS EQUIPMENT 
Miscellaneous Property on Customers Premise 
CNG Refueling station 

TOTAL Account 386 

OTHER EQUIPMENT 
Cathodic Prntection Equipment 
Other Distribution Equipment 

TOTAL Account 387 

TOTAL Distribution Plant 

General Plant 
General S ~ N C ~ U ~ ~ S  

OFFICE FURNITURE & EQUIPMENT 
Office Furniture & Equiprnent 
Computer Equipment - PC 

TOTAL Account 391 

TRANSPORTATION EQUIPMENT 
Transportation Equipment (Trailers) 
Transportation Equipment (Cars &Trucks) 

TOTAL Account 392 

Stores Equipment 

TOOLS, SHOP & GARAGE EQ. 
Tools, Shop & Garage Equip. (Non-Unitized) 
Tools. Shop & Garage Equip. (Unitized) 
Vehicle Maintenance Equipment 
Vehicle Refueling Equipment ' 

TOTAL Account 394 

Laboratory Equipment 



. Montana-Dakota Utilities Company 
Gas Divlsion 

Summary or Original Cost of Utility Plant i n  Service as of December 31,2001 
and Related Annual Depreciation Expense Under Present and Proposed Rates 
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. . 
Original Present Rates Prooosed Rates 

Account Cost Annual Annual 
No. - Descriotion ., 12/31/01 Rate % Accrual Rate % Accyal. - 
(a) (b) (cl M ' (0) (0 (9) 

POWER OPERATED EQUIPMENT 
396.1 0 Work Equipment (Trailers) 293,543.45 4.83% 14.178.15 5.76% 16,908.10 
396.20 Power Operated Equipment 4,081,768.33 4.83% ,197.149:41 0.00% 0.00 

TOTAL Account 396' 4,375,311.78 4.83% 21 1,327.56 0.39% 16,908.1 0 

COMMUNICATION EQUIPMENT 
397.1 0 Radio Comrnuriication Equip. (Fixed) 
397.20 Radio Communication Equip. (Mobile) 
397.30 General Telephone Communication Equip. 
397.50 Supervisory & Telemetering Equip. 
397.60 SCADA System 
197.80 Network Equipment . 

TOTAL Account 397 

:98.00 Miscellaneous Equipment 
Sub-Total (General Plant) Amortization 

. TOTAL General Plant 

TOTAL Depreciable Plant 

NON-DEPRECIABLE PLANT 

74.1 0 Land (Distribution) 
19.00 Land & Land Rights (Gene@) 

Total Land 

INTANGIBLE PLANT 
a.00 Miscellaneous Intangible Plant 

Total Intangible Plant 

TOTAL Non-Depreciable Plant 

TOTAL Plant in  Sewice 

Net 
Change 

D e ~ r .  Exo. 
(h) 
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MontanaiDakota Utilities 'Company 
Common Plant 

Summary or Original Cost of Utility Plant in  Sewice as of December 31;200l 
and.Related Annual Depreciation Expense Under Present and Proposed Rates 

Original Present Rates Prooosed Rates 
Cost Annual Annual 

12/31/01 Rate % Accrual Rate % Accrual 
(4 (d) (el i e  (s) 

Net 
Change 

Deor. EXP. 
(h) 

Account 
No. Descriotion 
(a) (b) 

DEPRECIABLE PLANT 

General Plant 
390.0 General Structures 

OFFICE FURNITURE & EQUIPMENT 
391 .I Office Furniture & Equipment 3,716,416.91 1.48% 55,002.97 4.95% 184,032.14 
391.2 Computer Equipment - Honeyyell 93.392.30 14.17% 13,233.69 1.52% 1.41 6.58 
391.3 Computer Equipment - PC . 4,212,743.17 12.50% 526,592.90 23.29% 981,147.88 
391.5 Computer Equipment - Other 820,399:57 26.51% 217,487.93 0.46% 3,797.58 

TOTAL Account 391 8,842,951.95 9.19% 812,317.49 13.24% 1,170,394.18 

TRANSPORTATION EQUIPMENT 
392.1 Transportation Equipment (Trailers) 251 .I 65.84 5.74% 14,416.92 0.00% 0.00 
392.2 Transportation Equipment (Cars & Trucks) 4,429,701.58 5.74% 254,264.87 13.33% 590,479.22 

TOTAL Account 392 4,680,867.42 5.74% 268,681.79 1261% 590,479.22 

393.0 Stores Equipment 47,385.55 3.36% 1,592.15 2.80% 1,327.61 

TOOLS, SHOP & GARAGE EQ. 
394.1 Tools. Shop & Garage Equip. (Non-Unitized) 235,026.00 3.44% 8,084.89 6.11% 14,362.50 
394.3 Vehicle Maintenance Equipment 102,746.14 4.46% 4,582.48 4.75% 4,877.05 
394.4 Vehicle Refueling Equipment 038,830.77 8.4% 70,629.55 4.38% 36,709.31 

TOTAL Account 394 1 ,176,602.91 7.08% 83,296.92 4.76% 55,948.86 

396.2 Power Operated Equipment 157,57262 4.83% 7.61 0.76 2.69% 4.238.70 

COMMUNICATION EQUIPMENT 
397.1 Radio Communication Equip. (Fixed) 646,187.02 4.33% 27,979.90 4.99% 32.241.83 
397.2 Radio Communication Equip. (Mobile) 1,285,023.00 6.68% 85,839.54 4.08% 52,474.26 
397.3 General Telephone Communication Equip. 779,821 .23 10.62% 82,817.01 8.72% 68.036.36 
397.5 Supervisoiy & Telemetering Equip. 48,295.94 0.59% 284.95 0.35% 170.00 
397.8 Network Equipment 824,948.21 12.50% 103,118.53 17.95% 148,037.04 

TOTAL Account 397 3584,27540 8.37% 300,039.93 8.40% 300,959.49 

398.0 Miscellaneous Equipment 592,894.94 2.51 % 14,881.66 2.41% 14,291.82 
Sub-Total (General Plant) Amortization 10,031,367.58 6.63% 685,535.25 5.60% 561 ,?74.08 
TOTAL General Plant 37.131,010.09 5.84% 2,167,042.77 7.1 8% 2,666,459.74 

TOTAL Depreciable Plant 37,131,010.09 5.84% 2,167,042.n 7.18% 2,666,459.74 

Amortizable Plant 

392.3 Aircraft Equipment 1,024,349.51 

TOTAL Amortizable Plant 1,024,349.51 

NON-DEPRECIABLE PLANT 

389.0 Land & Land Rights (General) .'I ,547,408.83 

Total Land 

INTANGIBLE PLANT 
303.0 Miscellaneous Intangible Plant 

Total Intangible Plant 

TOTAL Non-Depreciable Plant 

TOTAL Plant in Service 
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MONTANA-DAKOTA UTILITIES CO. 
RECONCILIATION OF DEPRECIABLE GAS PLANT 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Balance Balance 
@ 12/30/03 

Average 
Balance 

Depreciable Plant 
Distribution 
General 
General - Amortized 

Depreciable Plant Charged to a Clearing Account 
Transportation Equipment $1,946,431 
Tools, Shop & Garage Equipment - Unitized 57,875 
Power Operated Equipment 96,572 
Work ~ & i ~ r n e n t  

Non-Depreciable Plant 
Distribution 
General 582,013 

$612,319 

Common Plant in Service - Gas 
Depreciable 
Charged to Clearing Account 
Depreciable - Amortized 
Non-Depreciable 

Total Gas Plant in Service 



RULE 20:10:13:87 
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MONTANA-DAKOTA UTILITIES CO. 
DEPRECIATION EXPENSE CHARGED TO OTHER THAN 

PRESCRIBED DEPRECIATION AND AMORTIZATION EXPENSE 

The Company charges all depreciation and amortization expense to 

prescribed accounts, with the exception of the following: 

1. Depreciation of transportation and work equipment in 

FERC plant accounts 392 and 396 are charged to FERC 

clearing account 184 through cost center 184.00. 

2. Depreciation of aircraft in FERC plant account 392 is 

charged to FERC clearing account 184 through cost 

center 184.01. 

3. Depreciation of a portion of general plant structures in 

FERC account 390 is charged to FERC account 416 for 

merchandise operations. 
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MONTANA-DAKOTA UTILITIES GO. 
SUMMARY OF ADJUSTMENTS TO PER BOOKS TAXABLE INCOME 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

Pro Forma 
Reference Adjustment 

Operating lncome 
Current lncorne Taxes 
Interest Expense Annualization 11 Statement K, Page 7 ($60,189) 

Income Taxes on Pro Forma Adjustments Statement K, Page 8 111,302 

Elimination of ClosingIFiling Statement K, Page 9 46,139 

Tax Depreciation on Plant Additions 11 Statement K, Page 14 171,814 

Deferred lncome Taxes 

Elimination of ClosinglFiling from 
Deferred lncorne Taxes 

Deferred lncome Taxes on Plant 
Additions - Current 

Rate Base 
Accumulated Def. Inc. Tax - 

Plant additions and normalization 

Accumulated Investment Tax Credits 

Statement K, Page 9 

Statement K, Page 14 

Statement K, Page 16 

Statement K, Page 16 

11 Amount is shown before income tax effect. 



MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

I ltilit~, Total 

Gas 
Operating Revenue $237,207,834 
Non-Utility lncome (before income taxes) 

Total Revenue $237,207,834 

U L l l l L y  

Electric Total Non-Utility Company 
$1 78,561,980 $41 5,769,814 $415,769,814 

$2,905,254 2,905,254 
$1 78,561,980 $415,769,814 $2,905,254 $41 8,675,068 

Operating Expense: 
O&M Expense 
Depreciation Expense 
Taxes Other than lncome 

Total Operating Expense 

Operating Income 6,262,642 

Interest Expense 3,265,632 
Book Taxable Income before Adjustments 2,997,010 

Deductions and Adjustments to Book Income: 
Tax Deductions -11 
Preferred Dividend Paid Deduction 

Total Deductions and Adjustments 

Taxable lncome - Before State Income Tax 
Less: Deductible State lncome Taxes 

Federal Taxable lncome 

Federal lncome Taxes @ 35% 
Credits and Adjustments 
State lncome Taxes 

Federal and State lncome Taxes 

Rounding and Prior Year's Adjustment 
Total Federal and State lncome Taxes 



MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 

1900 Account M-1's 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
Supplemental Income Security Plan 
FAS 106 - OPRB 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB related income 

2820 Account M-1's 
Liberalized Depreciation and Other 
Property Timing Differences 

Contributions in Aid of Construction 

2830 Account M-1's 
Unrecovered Purchased Gas Cost 
Amortization of Loss on Bond Retirements 
FAS 106 - Deferred Expense 
Gas IRP 
Rate Case Expense 

Permanent M-1's 
Meals & Entertainment 
Preferred Stock Expense Amortization 
Lobbying Expense 
KESOP 
Restricted Stock Bonus 
SlSP 
Federal Nonhwy Use Tax Credit 

Total M-I Deductions 

TAX DEDUCTIONS 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Utility 
Gas Electric Total 
($ l9 l ,6 l l )  

Total 
Non-Utility Company 

($1 1,368) ($431,261 ) 
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MONTANA DAKOTA UTILITIES CO. 
COMPUTATION OF INCOME TAX LIABILITY AND TAX SAVINGS 

BASED ON MDU RESOURCES GROUP, INC. 2002 
CONSOLIDATED FEDERAL INCOME TAX RETURN 

Montana-Dakota MDU Resources 
Utilities Co. Group, lnc. I /  

Net Taxable lncome (Loss) 

Federal lncome Tax: 

Statutory Taxes @ 35% 

Less Credits: 

Nonconventional Source Fuel Credit 
General Business Credit 

Total Tax 

Tax Savings Arising From Consolidation 

Montana Dakota Utilities Co. is a member of a group that files a consolidated Federal 
lncome Tax Return. There are no tax savings available to Montana-Dakota Utilities Co. 
as a result of being included in a consolidated tax return during the test period. 

I 1  Reflects MDU Resources Group, Inc. and includible subsidiaries. 
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MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Total 

Operating Revenue 
Company South Dakota 

$237,207,834 $44,781,441 

Operating Expense: 
O&M Expense 21 7,820,526 41,600,756 
Depreciation Expense 8,477,139 1,815,584 
Taxes Other than Income 4,647,527 736,251 

Total Operating Expense 230,945,192 44,152,591 

Operating Income 6,262,642 628,850 

Interest Expense 3,265,632 81 1,985 
Book Taxable Income before Adjustments 2,997,010 (1 83,135) 

Deductions and Adjustments to Book Income: 
Tax Deductions 11 12,715,396 2,863,648 
Preferred Dividend Paid Deduction 52,184 12,470 

Total Deductions and Adjustments 12,767,580 2,876,118 

Taxable Income - Before State Income Tax (9,770,570) (3,059,253) 
Less: State Income Taxes (582,346) 

Federal Taxable Income (9,188,224) (3,059,253) 

Federal lncome Taxes @ 35% 
Credits and Adjustments 
State lncome Taxes 

Federal and State lncorne Taxes 

Rounding and Prior Year's Adjustment (31 8,854) (46,139) 
Total Federal and State Income Taxes ($4,124,611) ($1 , I  18,415) 

I 1  See page 6. 
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CALCULATION OF RECORDED STATE AND FEDERAL INCOME TAXES 
TAX DEDUCTIONS 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Total 
1900 Account M-1's 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Customer Advances 
Restricted Stock Bonus Plan 
FAS 106 - OPRB 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB Related Income 

2820 Account M-1's 
Liberalized Depreciation and Other 
Property Timing Differences 

Contributions in Aid of Construction 

2830 Account M-1's 
Purchased Gas Cost Adjustment 
Amortization of Loss on Bond Retirements 
FAS 106 - Deferred Expense 
Gas IRP 
Rate Case Expense 

Permanent M-1's 
Meals & Entertainment 
Preferred Stock Expense Amortization 
Federal Nonhwy Use Tax Credit 

Total M-1 Deductions 

Company 
($ lg l ,6 I l )  

South Dakota 
($39,095) 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

INTEREST EXPENSE ANNUALIZATION 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

PRO FORMA ADJUSTMENT NO. 26 

Rate Base I 1  

Long Term Debt Ratio 21 
Long Term Debt Cost 21 

Weighted Cost of Debt 21 

lnterest Expense - Pro Forrna 

Interest Expense - Per books 31 

Pro Forrna Adjustment 

Pro Forrna 
Per Books Adjustments Pro Forma 
$17,941,833 $1,178,113 $19,119,946 

I 1  Rule 20:10:13:96, page 4. 
21 Rule 20:10:13:72, Statement G, page 2. 
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MONTANA-DAKOTA UTILITIES CO. 
DEFERRED INCOME TAX ON PLANT ADDITIONS 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 27 AND 
ADJUSTMENT F 

Tax Depreciation on Plant Additions $267,657 

Book Depreciation on Plant Additions 11 95,843 
Tax Depreciation on Plant Additions $171,814 

Deferred Income Taxes on Plant Additions 
- Current $60,135 

11 Includes depreciation on accounts charged to clearing accounts. 



MONTANA-DAKOTA UTILITIES CO. 
CALCULATION OF ADJUSTMENT TO 

CURRENT INCOME TAXES 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT NO. 28 

Pro Forma 

Operating Revenues 
Sales Revenues 
Transportation Revenues 
Other Revenues 
Total Operating Revenues 

Operating Expenses 
Operation and Maintenance 
Cost of Gas 
Other 0&M 
Total O&M 

Depreciation Expense 
Taxes other Than Income 
Total Operating Expenses 

Adjustments 

Gross Adjustments to Operating Income 429,631 

Deductions and Adjustments to Book Income: 
Interest Annualization 11 (60,189) 
Tax Depreciation on Plant Additions 21 171,814 

Total Adjustments to Taxable lncpme 1 1 1,625 

Taxable Income 31 8,006 

Federal & State Income Taxes @ 35% $1 11,302 

DOCKET NO. - 
RULE 20:10:13:81 
STATEMENT K 
PAGE 9 OF 16 

I1 Rule 20:1 O:l3:88, Statement K, page 7. 
21 Rule 20:10:13:88, Statement K, page 14. 



MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO CURRENT AND DEFERRED INCOME TAXES 

FOR ROUNDING AND PRIOR YEAR'S AND CLOSlNGlFlLlNG 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT NO. 29 

Adjustment to Current Federal Income 
Taxes to Eliminate CIosinglFiling and 
Prior Years Adjustments 

Adjustment to Deferred Income Taxes 
to Eliminate ClosingIFiling 

DOCKET NO. - 
RULE 20:10:13:88 
STATEMENT K 
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BALANCE AT: 
ACCOUNT 190: 
January 31,2003 
February 28,2003 
March 31,2003 
April 30, 2003 
May 31,2003 
June 30,2003 
July 31, 2003 
August 31,2003 
September 30, 2003 
October 31,2003 
November 30,2003 
December 31,2003 

DOCKET NO. - 
RULE 20:10:13:88 

MONTANA DAKOTA UTILITIES CO. STATEMENT K 
ACCUMULATED DEFERRED INCOME TAXES PAGE q 1  OF 16 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Total 
Company 

(21,700,920) 
(22,656,644) 
(23,159,044) 
(22,938,736) 
(22,152,437) 
(20,995,794) 
( I  9,942,389) 
(1 8,754,654) 
(17,913,780) 
(17,641,831) 
(1 8,256,319) 
(21,238,378) 

ACCOUNT 282: (Other Property) 
January 31,2003 67,758,020 
~ebrua-ry 28,2003 
March 31,2003 
April 30, 2003 
May 31,2003 
June 30,2003 
July 31, 2003 
August 31,2003 
September 30, 2003 
October 31,2003 
November 30,2003 
December 31,2003 

ACCOUNT 283: (Other) 
January 31,2003 
February 28, 2003 
March 31, 2003 
April 30, 2003 
May 31,2003 
June 30,2003 
July 31, 2003 
August 31,2003 
September 30, 2003 
October 31,2003 
November 30,2003 
December 31,2003 

TOTAL COMPANY 
January 31,2003 
February 28,2003 
March 31,2003 
April 30,2003 
May 31,2003 
June 30,2003 
July 31,2003 
August 31,2003 
September 30,2003 
October 31,2003 
November 30,2003 
December 31,2003 

Electric Gas Other Non-Utility 
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MONTANA-DAKOTA UTILITIES CO. 
DEFERRED INCOME TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Utility South Dakota 
Gas Utility - Rate Base Deductions: 
Depreciation, Retirements and Other Timing 

Differences Required to be Normalized ($399,165) ($88,008) 
Contributions In Aid of Construction (56,870) (3,473) 
Montana Net Negative Salvage 40,768 
Customer Advances 57,569 6,507 
Acquisition Adjustments (1 1,577) 

Total Rate Base Deductions (369,275) (84,974) 

Gas Utilitv - Current Timing Differences: 
Management Incentive Compensation 
Pension Expense 
Sundry Reserves 
Property Insurance Adjustment 
Bad Debt Expense 
Accrued Vacation 
Capitalized Overheads 
Restricted Stock Bonus Plan 
FAS 106 
Deferred Compensation 
BOD Retirement 
Demand Charges 
PCB Related Income 
Unrecovered Purchased Gas Cost 
Amort of Loss on Bond Retirements 
Gas IRP 
Rate Case Expense 
ClosingIFiling and Out of Period 

Total Current Timing Differences 

Total Deferred Income Taxes $4,971,198 $997,246 



Gas Utility - Rate Base Deductions: 
Depreciation, Retirements and Other Timing 

Differences Required to be Normalized 
Contributions In Aid of Construction 
North Dakota Full Normalization 
Customer Advances for Construction 
Other 
Acquisition Adjustment 

Total 

MONTANA-DAKOTA UTILITIES CO. 
ANALYSIS OF ACCUMULATED DEFERRED INCOME TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Company South Dakota 
Balance Balance Balance Balance Average 
12131102 1 213 1103 1 213 1 102 1 213 1/03 Balance 

Gas Utilitv - Current Timinq Differences: 
Management Incentive Compensation 
Pension Expense 
Uncollectable Accounts 
Unbilled Revenues 
Workers Comp 
Capitalized Overheads 
Restricted Stock Bonus Plan 
Contingency Reserve 
DeliveredlUnbilled Revenue 
BOD Retirement 
Rate 71 Refund 
FAS 106 
Demand Charges 
PCB Related Income 
Rate Case Expense 
Unrecovered Purchased Gas Cost 
Environmental Tax 
Gas IRP 

Total 

Total Gas Utility 



MONTANA-DAKOTA UTILITIES CO. 
ANALYSIS OF UNAMORTIZED INVESTMENT TAX CREDITS 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Balance @A 
December 31,2002 

December 31,2003 

Average Balance 

Total 
Company South Dakota 

DOCKET NO. - 
RULE 20:10:13:88 
STATEMENT K 
PAGE I 4  OF 16 



MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO ACCUMULATED DEFERRED INCOME TAXES 

TO REFLECT FULL NORMALIZATION 
GAS UTILITY - SOUTH DAKOTA 

ADJUSTMENT G 

Amortization of deferred taxes 
to reflect full normalization 

uubnr I nu. - 
RULE 20:10:13:88 
STATEMENT K 
PAGE I 5  OF 16 



Accumulated Deferred Income Taxes 
Liberalized Depreciation 
Customer Advances 

Balance 

M ONTANA-DAKOTA UTILITIES CO. 
ACCUMULATED DEFERRED INCOME TAXES 
ACCUMULATED INVESTMENT TAX CREDITS 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT F AND ADJUSTMENT H 

Average Pro Forma 
Balance @ Balance @ ~a lance  @ Balance @ Average Pro Forma 
1 213 1 102 1 213 1/03 12/31/03 Adjustments I 213 1/04 Balance Adjustment 

Accumulated Investment Tax Credits 
Balance $26,861 $1 3,297 $20,079 $13,297 $0 $6,649 ($13,430) 

11 Includes deferred taxes on plant additions and full normalization. 
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MDU RESOURCES GROUP, INC. 
RECONCILIATION OF NET INCOME PER BOOKS WITH TAXABLE 

INCOME PER FEDERAL INCOME TAX RETURN 
FOR TAX YEARS 1999-2002 

I Net Income per Books $148,443,959 $155,848,506 $1 11,028,299 $84,079,784 

2 Federal income Tax 6,299,950 10,359,280 11,415,372 8,602,112 

3 Excess of Capital Losses Over Capital Gains 264 0 0 0 

4 income Subject to  Tax not Recorded on Books This Year: 
Other 

Dividends Received from Subsidiary Companies 51,045,000 39,709,000 34,649,500 28,591,800 
GIL on Intercompany Trans. Under Reg Sec 1.1502-13 205,128 
Jt Venture & Partnership Ordinary Income 77,132 99,639 100,999 71,696 
Contributions in Aid of Construction 720,397 268,101 287,951 (78,979) 
Customer Advances 330,767 (31,713) 230,817 
Federal Non-highway Use Tax Credit 18,904 18,761 19,658 17,723 
Gain on Retirement of Assets - Tax 

Total 

5 Expenses Recorded on Books This Year not Deducted on This Return: 
depreciation 
Meals & Entertainment 
Other 

lncrease in Capitalized Overheads 
lncrease in Capitalized Overheads - Stores 
Demand Charges 
Unrecovered Purchased Gas Costs 
Bad Debt Expense per Books 
lncrease in Capitalized Overheads - Non-operating 
Supplemental lncome Security Plan 
Capitalized Property Taxes 
State lncome Tax Accrual per Books 
Post Retirement Benefits Accrued 
lncrease in Sundry Reserves 
Capitalized Interest Expense 
Amortizaiton per Books 
Accrued Vacation Pay 
Amortization of Loss on Bond Retirements 
Book Depreciation Charged to Expense 
Capitalized Tax Depreciation 
Lobbying Expense 
Deferred Compensation for Directors 
Deferred Compensation - Net Deferral 
Penalties 
Property Insurance Adjustment 
Reusable Property to Expense 
Integrated Resource Plan 
Workers Compensation 
Restricted Stock Bonus Plan 
Provision for Gas Refunds 
Reserve for Natural Gas Minimum Bill Obligation 
Reserve for Corporation Loan 

Total Other 

6 Total of Lines I Through 5 
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MDU RESOURCES GROUP, INC. 
RECONCILIATION OF NET INCOME PER BOOKS WITH TAXABLE 

INCOME PER FEDERAL INCOME TAX RETURN 
FOR TAX YEARS 1999-2002 

M-I 
Line No. 2002 2001 2000 1999 

7 Income Recorded on Books This Year not Included on This Return: 
Other 

Book Gain on Disposition of Property 348,912 2,311 2,164 (9,79! 
GIL on Interco. Trans. under reg sec 1 .I 502-1 3 884,358 
Joint venture & partnership operating income 20,456 20,000 
Eauitv in Earninns of Subsidiarv Companies 128,320,376 135,692.353 87,788.729 64,143,721 
~ l iowince for ~ i n d s  Used ~ u & g  ~oktruct ion 101,231 185,066 157,410 419,93~ 

128,790,975 136,784,088 87,948,303 64,553,86: 

8 Deductions on This Return not Charged Against Book Income This Year: 
Depreciation 29,160,076 
Contributions Carryover 
Other 

Pension Expense per Return 3,421,343 
Post Retirement Benefits 797,522 
Bad Debt Expense per Return 666,420 
Decrease in Sundry Reserves 31,614 
Deferred Compensation 
Unrecovered Purchased Gas Cost 25,954,577 
Environmental Costs 14,754 
KESOP Incentive Compensation 361,912 
State Income Tax Accrual per Return 413,325 
Reserve for deferred maintenance 
Vacation accrual 
Workers compensation 
1991 Interest Expense 
Expenses for the Retirement of Assets 410,093 
Restricted Stock Bonus Plan - Dividends 807,134 
Decrease in Capitalized Overheads 622,788 
Customer Advances 169,810 
Unamortized Regulatory Commission Expense 544,543 
Charitable Deduction 150 
Acquisition Costs 

9 Add Lines 7 and 8 192,598,033 180,547,866 128,037,917 93,648,73f 

10 Income (Form 1120, Page I, Line 28) - Line 6 less Line 59,306,940 87,951,514 70,942,593 66,060,82; 

Less: Special Deductions 51,225,002 39,889,003 35,027,503 29, 167,80: 

Taxable Income (Form 1120, Page I, Line 30) $8,081,938 $48,062,511 $35,915,090 $36,893,01! 
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MONTANA-DAKOTA UTILITIES CO. 
DIFFERENCE IN BOOK AND TAX DEPRECIATION - GAS UTILITY 

FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Tax De~reciation 
CIAC'S - MACRS 
Depreciation 
Capitalized Interest Expense 
Capitalizd Tax Depreciation 
Capitalized lnventory on Stores Inventory 
Capitalized Property Taxes 
Expenses for the Retirement of Assets 
Retirement of Assets 

Total Gas 

Book Depreciation 
Depreciation Expense 
Amortization Expense 
Allowance For Funds Used During Construction 

Total Book Depreciation 

Book over Tax Depreciation 



RULE 2 0 : 1 0 : 1 ~  
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SCHEDULE K-3 
PAGE 1 OF 2 

MONTANA - DAKOTA UTILITIES CO. 
NET TAXABLE INCOME (LOSS) FOR EACH COMPANY 
INCLUDED IN MDU RESOURCES GROUP, INC.'S 2002 

CONSOLIDATED FEDERAL INCOME TAX RETURN 

Taxable Income 
Taxable Excess Tax (Loss) after System Tax 

Company Income(Loss) Depreciation Elimination Liability 
Montana - Dakota Utilities Co. $8,081,674 ($2,191,352) $5,890,322 $2,822,232 
Centennial Energy Holdings, Inc. 
Centennial Holdings Capital Corp. 
Centenntial Power Inc. 
RMP Montana Acquisition, Inc. 
Futuresource Capital Corp. 
Intersource Insurance Company 
MDU Resources International, Inc. 
Utility Services, Inc. 
International Line Builders, Inc. 
ILB Hawaii, Inc. 
Loy Clark Pipeline Co. 
Loy Clark Pipeline of Washington, Inc. 
High Line Equipment, Inc. 
Rocky Mountain Contractors, Inc. 
Williams Construction Company, Inc. 
Hamlin Electric Company 
Harp Engineering, Inc 
Pouk & Steinle, Inc. 
FJ Johnson 
The Wagner-Smith Company 
Wagner-Smith Equipment Co. 
Wagner-Smith Pumps & Systems, Inc. 
Frebco, Inc. 
Newco, Inc. 
E.S.I. Inc. 
Bell Communications, Inc. 
Bell Electric Contractors, Inc. 
Capital Electric Construction Company 
Capital Electric Line Builders 
Oregon Electric Construction, Inc. 
WBI Holdings, Inc. 
Fidelity E & P Company 
Seven Brothers Ranches, Inc. 
Fidelity Oil Company 
Fidelity Oil Holdings, Inc. 
WBI Production, Inc. 
WBI Pipeline & Storage Group, Inc. 
Williston Basin Interstate Pipeline Co. 
WBI Southern, Inc. 
WBI Offshore Pipeline, Inc. 
Kentucky Pipeline & Storage Company, Inc. 
Bitter Creek Pipeline, LLC 
WBI Energy Services, Inc. 
Prairielands Energy Marketing, Inc. 
SAGE Gas Alliance, LLC 



MONTANA - DAKOTA UTILITIES CO. 
NET TAXABLE INCOME (LOSS) FOR EACH COMPANY 
INCLUDED IN MDU RESOURCES GROUP, INC.'S 2002 

CONSOLIDATED FEDERAL INCOME TAX RETURN 

- - - a * - .  ..-. 
RULE 20:10:15 
STATEMENT K 
SCHEDULE K-? 
PAGE 2 OF 2 

Company 
Innovatum, Inc. 
Innovative Gas Services Inc. 
Marcon Energy Corp. 
Knife River Corporation 
KRC Holdings, Inc. 
KRC Aggregates, Inc. 
Concrete, Inc. 
DSS Company 
LTM, Incorporated 
Rogue Aggregates, Inc. 
Medford Ready Mix, Inc. 
Southern Oregon Underground, Inc. 
Alaska Basic Industries, Inc. 
Anchorage Sand & Gravel Company, Inc. 
Baldwin Contracting Company, Inc. 
Knife River Dakota, Inc. 
Knife River Hawaii, Inc. 
Knife River Marine, Inc. 
Morse Brothers, Inc. 
Hap Taylor & Sons, Inc. 
JTL Group, Inc. - Montana 
JTL Group, Inc. - Wyoming 
Polson Ready Mix Concrete, Inc. 
Connolly-Pacific Co. 
Bauerly Brothers, Inc. 
WHC, Ltd. 
Buffalo ~ituminous, Inc. 
Granite City Concrete of Watkins, Inc 
Granite City Ready Mix, Inc. 
Northstar Materials, Inc. 

MDU Resources Group, Inc. and 

Taxable Excess Tax 
Depreciation 

81,049 

Taxable Income 
(Loss) after System Tax 
~lirni iat ion Liability 

(1 ,I 96,760) (448,677) 

Includible Subsidiaries $1 17,795,237 $37,462,667 $1 55,257,904 $40,712,1 35 



- - - - - - - - - - - - 
RULE 20:10:13:92 
STATEMENT K 
SCHEDULE K-4 
PAGE 1 OF 1 

MONTANA-DAKOTA UTILITIES CO. 
ALLOWANCE FOR CURRENT TAX IN EXCESS OF TAX 

CALCULATED AT CONSOLIDATED TAX RATE 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

This schedule is not applicable since the current tax in the cost of service 

is not greater than the calculated income tax. 



~ - - - . - - - . - 
RULE 20:10:13:93 
STATEMENT K 
SCHEDULE K-5 
PAGE 1 OF 1 

MONTANA-DAKOTA UTILITIES CO. 
ALLOWANCE FOR CURRENT TAX IN EXCESS OF TAX 

CALCULATED AT CONSOLIDATED TAX RATE 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

This schedule is not applicable since the current tax in the cost of service 

is not greater than the calculated income tax. 



uvbnc I NU. - 
RULE 20:10:13:9d 
STATEMENT L 
PAGE 1 OF 1 

MONTANA-DAKOTA UTILITIES CO. 
TAXES OTHER THAN INCOME 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

Type of Tax 
Ad Valorem 

Distribution 
General 
Common 
Intangible 
Total Ad Valorem Taxes 

O&M Related Taxes - Other 
FICA 
Federal & State Employment 
Franchise 
Delaware Franchise 
Total O&M Related Taxes 

Revenue Taxes 
Montana PSC 
Montana Consumer Counsel 
South Dakota 
Wyoming 

Other 
Highway Use Tax 
Secretary of State 

Total Pro Forrna Pro Forma 
Company South Dakota Adjustments South Dakota 

Total Taxes Other Than Income $4,647,527 $736,252 $91,585 $827,837 



Function 

Distribution 

General 

General Intangible 

Common 

Common Intangible 

RULE 20:10:13:95 
STATEMENT L 
SCHEDULE L-1 
PAGE 1 OF 4 

MONTANA-DAKOTA UTILITIES CO. 
AD VALOREM TAXES 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDING DECEMBER 31,2003 

ADJUSTMENT NO. 23 

Pro Forma Per Books 
Effective Plant Ad Valorem Ad Valorem Pro Forma 
Tax Rate Balance Tax Tax Adjustment 

Total Ad Valorem Taxes $46,585,918 $414,830 $388,906 $25,924 

I /  Common and General Intangible. 



DOCKET NO. - 
RULE 20:10:13:95 
STATEMENT L 
SCHEDULE L-1 
PAGE 2 OF 4 

MONTANA-DAKOTA UTILITIES CO. 
AD VALOREM TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

Average Plant Ad Valorem 
Balance Tax Effective 

Function 
Distribution 

@I2131103 @12131/03 Tax Rate 
$31,856,672 $297, 146 0.9328% 

General 9,283,492 68,269 0.7354% 

Common 1,321,341 22,618 1.7117% 

Intangible 11 

Total $43,755,476 $388,906 

11 General and common intangible. 



DOCKET NO. - 
RULE 20:10:13:95 
STATEMENT L 
SCHEDULE L-1 
PAGE 3 OF 4 

MONTANA-DAKOTA UTILITIES CO. 
PAYROLL TAXES 

GAS UTILITY - SOUTH DAKOTA 
FOR THE TWELVE MONTHS ENDED DECEMBER 31,2003 

ADJUSTMENT NO. 24 

Per Books 
Gas Utility South Dakota 

FICA $1,433,129 $272,985 
Federal & State Unemployment 76,009 14,478 

Total $1.509.1 38 $287.463 

Pro Forma 
Pro Forma I /  Adjustment 

11 Calculated using 2003 ratio of payroll taxes to labor and pro forma labor expense. 



DOCKET NO. - 
RULE 20:10:13:95 
STATEMENT L 
SCHEDULE L-I 
PAGE 4 OF 4 

MONTANA-DAKOTA UTILITIES CO. 
ADJUSTMENT TO SOUTH DAKOTA GROSS RECEIPTS TAX 

GAS UTILITY - SOUTH DAKOTA 
ADJUSTMENT NO. 25 

Pro Forma Revenue 
Sales Revenue 11 
Transportation Revenue I I 
Miscellaneous Service Revenues 
Rent from Gas Property 
Other Gas Revenues 
Late Payment Revenues 11 

Total Pro Forma Revenue 

Gross Receipts Tax @ .I 5% 21 

Per Books Gross Receipts Tax 
Pro Forma Adjustment 

11 Rule 20:10:13:85, Statement I, page 1. 
21 Tax rate effective December 31,2003. 



Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other 0&M 
Total O&M 

Depreciation 
Taxes Other Than lncome 
Current lncome Taxes 
Deferred lncome Taxes 
Total Expenses 

DOCKET NO. - 
RULE 20:10:13:96 
STATEMENT M 
PAGE I OF 8 

MONTANA-DAKOTA UTILITIES CO. 
INCOME STATEMENT 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

Total 
Company South Dakota Other Reference 

Operating lncome 

Rate Base 

$233,447,443 $44,201,634 $1 89,245,809 Statement I 
2,756,722 363,186 2,393,536 Statement I 
1,003,669 216,621 787,048 Statement I 

237,207,834 44,781,441 192,426,393 

Rate of Return 

1,815,584 
736,251 

( I ,  I 18,415) 
997,246 

44,031,422 

147,200,812 Statement H 
29,018,958 Statement H 

176,219,770 
6,661,555 Statement J 
3,911,276 Statement L 

(3,006,196) Statement K 
3,973,952 Statement K 

187,760,357 



DOCKET NO. - 
RULE 20:10:13:96 
STATEMENT M 
PAGE 2 OF 8 

Gas Plant in Service 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE RATE BASE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

Total 
Company South Dakota Other Reference 

$203,944,506 $43,755,476 $1 60,189,030 Statement D 
Accumulated Reserve for Depreciation 125,315,421 24,675,602 1 00,639,819 Statement E 

Net Gas Plant in Service 78,629,085 19,079,874 59,549,211 

CWlP in Service Pending Reclassification 1 , I  94,868 324,862 870,006 Statement D 
Total Gas Plant in Service 79,823,953 19,404,736 60,419,217 

Additions 
Materials and Supplies 
Fuel Stocks 
Gas in Underground Storage 
Prepayments 
Other 
Total Additions 

1 , I  18,645 270,692 847,953 Statement F 
24,621 0 24,621 

5,652,942 0 5,652,942 
1,182,901 28,708 1 , I  54,193 Statement F 

267,037 150,699 11 6,338 Statement F 
8,246,146 450,099 7,796,047 

Total Before Deductions $88,070,099 $1 9,854,835 $68,215,264 

Deductions 
Accumulated Deferred Income Taxes 1 0,316,Ol 5 1,820,405 8,495,610 Statement K 
Accumulated Investment Tax Credits 465,945 20,079 445,866 Statement K 
Customer Advances 661,479 72,518 588,961 Statement F 
Total Deductions 1 1,443,439 1,913,002 9,530,437 

Total Rate Base $76,626,660 $1 7,941,833 $58,684,827 



MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF PRO FORMA ADJUSTMENTS 

GAS UTILITY - SOUTH DAKOTA 

DOCKET NO. - 
RULE 20:10:13:9( 
STATEMENT M 
PAGE 3 OF 8 

REVENUE 
Sales & Transportation at Current Rates 
Weather Normalization 
Annualization 
Pro Forma 2004 
Other Revenue 

Total Adjustments to Revenue 

OPERATION & MAINTENANCE EXPENSES 
Cost of Gas 

Labor Expense 
Benefits Expense 
Insurance Expense 
Contract Labor 
Vehicles &Work Equipment 
Postage Expense 
Telephone Expense 
Office Supplies Expense 
Company Consumption 
Uncollectible Accounts 
Computer Rental 
Industry Dues 
Advertising Expense 
Regulatory Commission Expense 
Depreciation Study Expense 

Total Adjustments to Other O&M 

DEPRECIATION EXPENSE 
Average Annual Depreciation 

TAXES OTHER THAN INCOME 
Ad Valorem Taxes 
Payroll Taxes 
South Dakota Gross Receipts Tax 

Total Adjustments to Taxes Other than lncome 

CURRENT INCOME TAXES 
Interest Annualization 
Tax Depreciation on Plant Additions 

lncome Taxes on Pro Forma Adjustments 
Elimination of ClosingIFiling and Reserve Adjustment 

Total Adjustments to Current lncome Taxes 

Adjustment 
No. Amount 



DOCKET NO. - 
RULE 20:10:13:9 
STATEMENT M 
PAGE 4 OF 8 

MONTANA-DAKOTA UTILITIES CO. 
SUMMARY OF PRO FORMA ADJUSTMENTS 

GAS UTILITY - SOUTH DAKOTA 

DEFERRED INCOME TAXES 
Elimination of ClosinglFiling 
Deferred Income Taxes on Plant Additions 

Total Adjustments to Deferred Taxes 

Adjustment 
No. Amount 

Net Adjustments to Operating Income $256,517 



DOCKET NO. - 
RULE 20:10:13:9C 
STATEMENT M 
PAGE 5 OF 8 

MONTANA-DAKOTA UTILITIES GO. 
GAS UTILITY - SOUTH DAKOTA 

SUMMARY OF PRO FORMA RATE BASE ADJUSTMENTS 

Plant 
Plant Additions 
Accumulated Reserve for Depreciation 

on Plant additions 
Adjustment To Net Plant 

Additions: 
Materials and Supplies 
Prepaid Insurance 
Unamortized FAS 106 

Total 

Deductions: 
Accumulated Def. Inc. Tax- Plant Additions 

& Full Normalization 
lTCs 
Customer Advances for Construction 

Total Pro Forma Adjustments 

Adjustment Amount 
A $2,505,580 



DOCKET NO. - 
RULE 20:10:13:5 
STATEMENT M 
PAGE 6 OF 8 

Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

MONTANA-DAKOTA UTILITIES CO. 
INCOME STATEMENT 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

PRO FORMA 

Pro Forma 
Per Books Adjustments Pro Forma 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other 0&M 
Total 0&M 

Depreciation 
Taxes Other Than lncome 
Current income Taxes 
Deferred lncome Taxes 
Total Expenses 

Operating lncome 

Average Rate Base 

Rate of Return 



DOCKET NO. - 
RULE 20:10:13:9 
STATEMENT M 
PAGE 7 OF 8 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE RATE BASE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

PRO FORMA 

Pro Forma 

Gas Plant in Service 
Accumulated Reserve for Depreciation 

Net Gas Plant in Service 

CWlP in Service Pending Reclassification 
Total Gas Plant in Service 

Additions 
Materials and Supplies 
Prepayments 
Unamortized FAS 106 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credits 
Customer Advances 
Total Deductions 

Total Rate Base 

2003 Adjustments Pro Forma 
$43,755,476 $2,505,580 $46,261,056 
24,675,602 1,313,495 25,989,097 
19,079,874 1,192,085 20,271,959 



DOCKET NO. - 
RULE 20:10:13:9 
STATEMENT M 
PAGE 8 OF 8 

MONTANA-DAKOTA UTILITIES CO. 
PROJECTED OPERATING INCOME AND RATE OF RETURN 

REFLECTING ADDITIONAL REVENUE REQUIREMENTS 
GAS UTILITY - SOUTH DAKOTA 

Before Reflecting 
Additional Additional 
Revenue Revenue 

Requirements Requirements 

Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 

Total O&M 
Depreciation 
Taxes Other Than lncome 
Current lncome Taxes 
Deferred lncome Taxes 

Total Expenses 

Operating Income 

Rate Base 

Rate of Return 

I/ Reflects taxes at 35% after deducting South Dakota Gross Receipts of .I 5%. 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTlLlN - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
COST OF SERVICE BY COMPONENT 

PRO FORMA 2004 

Total Residential Firm General 
Cost of Service By Component South Dakota I Demand Energy Customer I Demand Energy Customer I 

Pro Forma Rate Base 

Operating Income for Proposed Return 
Pro Forma Operating Income 

lncrease in Operating Income 

Related Taxes for lncrease 
Federal Income 
South Dakota Gross Receipts Tax 
Total lncrease in Revenue 

Pro Forma Revenues before lncrease 

Total Cost of Service 
Required From Rates 

Less Pro Forma Cost of Gas 

Net Distribution Costs 

Billing Units at Customer 
Dk Throughput 
Bills 

Unit Cost of Service 
$ Per Dk 
$ Per Customer Per Month 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
COST OF SERVICE BY COMPONENT 

PRO FORMA 2004 

Firm Contract Air Force 
Cost of Service By Component Demand Energy Customer I Demand Energy Customer I 

Pro Forma Rate Base 

Operating lncome for Proposed Return 
Pro Forma Operating lncome 
lncrease in Operating lncome 

Related Taxes for lncrease 
Federal lncome 
South Dakota Gross Receipts Tax 
Total lncrease in Revenue 

Pro Forma Revenues before lncrease 

Total Cost of Service 
Required From Rates 

Less Pro Forma Cost of Gas 

Net Distribution Costs 

Billing Units at Customer 
Dk Throughput 
Bills 

Unit Cost of Service 
$ Per Dk 
$ Per Customer Per Month 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
COST OF SERVICE BY COMPONENT 

PRO FORMA 2004 

Small Interruptible Large Interruptible 
Cost of Service By Component 1 Demand Energy Customer I Demand Energy Customer 1 

Pro Forma Rate Base 

Operating Income for Proposed Return 
Pro Forma Operating Income 
lncrease in Operating lncorne 

Related Taxes for lncrease 
Federal Income 
South Dakota Gross Receipts Tax 
Total lncrease in Revenue 

Pro Forma Revenues before lncrease 

Total Cost of Service 
Required From Rates 

Less Pro Forma Cost of Gas 

Net Distribution Costs 

Billing Units at Customer 
Dk Throughput 
Bills 

Unit Cost of Service 
$ Per Dk 
$ Per Customer Per Month 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
SUMMARY REPORT 
PRO FORMA 2004 

Pro Forma 
Operating Income and Total Firm Small Large 

Rate of Return South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenues 58,328,987 31,208,543 18,886,163 3,887,488 3,302,175 409,580 635,038 

Operating Expenses 
O&M Cost of Purchased Gas 46,083,134 22,884,908 15,624,046 3,657,655 3,235,734 179,617 501,174 
Other O&M Expense 8,517,190 6,081,475 2,139,025 61,034 14,730 135,723 85,203 

Total Operation & Maint. Exp. 

Depreciation 
Taxes Other Than lncome Taxes 
Fed. & State Inc. Taxes - Current 
Deferred Income Taxes 

Total Operating Expenses 

Operating lncome 

Rate Base 

Rate of Return 



Pro Forma Changes 
in  Operating Income 

Revenue @ Current Rates 
Sales Revenue 
Unbilled Revenue 
Late Payment Penalty Revenues 

Total Revenue 

Cost of Gas 

Labor Expense 
Other Gas Supply 
Distribution 
Customer Accounts 
Customer Service & Information 
Sales 
Administrative & General 

Total Labor Expense 

Benefits Expense 

Insurance Expense 

Advertising Expense 

Postage Expense 

Industry Dues 

Regulatory Commission Expense 

All Other O&M 

Total Other O&M 

MONTANA-DAKOTA UTILITIES 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PRO FORMA CHANGES IN OPERATING INCOME 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 



MONTANA-DAKOTA UTILITIES 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PRO FORMA CHANGES IN OPERATING INCOME 

Pro Forma Changes Total Firm Small Large 
in Operating Income South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Depreciation Expense 26,763 17,671 7,951 348 31 465 297 

Taxes Other than lncome 
Ad Valorem Tax 
Other Taxes - Payroll, Franchise, Other 

Total Taxes Other than lncome 

Current Income Taxes 
Interest Annualization (60,188) (39,563) (17,963) (749) (93) (1,095) (725) 
Tax Depreciation on Plant Additions 171,813 113,441 51,046 2,235 197 2,986 1,908 

Net Pro Forma Adjustments to Income 318,004 108,678 478,930 (109,079) (66,831) (37,043) (56,651) 

Taxes on Pro Forma Adjustments 11 1,302 38,037 167,626 (38,177) (23,391 ) (1 2,965) (1 9,828) 

Elimination of ClosingIFiling & Reserve Adjustment 46,138 30,463 13,708 600 53 802 512 

Total Current Income Tax Adjustments 157,440 68,500 181,334 (37,577) (23,338) (12,163) (19,316) 

Deferred lncome Taxes 
Other 
ClosinglFiling and Out of Period 

Total Deferred lncome Tax 

Total Adjustments to Income 256,515 103,708 326,023 (70,221 ) (43.407) (23,262) (36,326) 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PRO FORMA CHANGES IN RATE BASE 

Pro Forma Changes Total Firm Small Large 
in Rate Base South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Plant in Service 
Distribution Plant 
General Plant 
Common Plant 

Total Plant 

Accumulated Reserve 
Distribution Plant 
General Plant 
Common Plant 

Total Accumulated Res 

Additions to Rate Base: 
Materials & Supplies 
Prepayments 
Unamortized FAS 106 Costs - Other (1 5,863) (1 1,331) (3,980) (1 14) (28) (252) (158) 

Total Additions 42,177 26,991 13,263 64 1 39 757 486 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 87,244 57,605 25,920 1,135 100 1,516 968 
Accumulated Investment Tax Credits (13;431) (8,866) (3,990) (1 75) (1 5) (234) (149) 
Customer Advances (1 7,666) (15,575) (2,091 ) 0 0 0 0 

Total Adjustments 56,147 33, 162 19,839 960 85 1,282 819 

Total Rate Base 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
SUMMARY REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books 
Operating Income and Total Firm Small Large 

Rate of Return South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenues 44,781,444 24,472,863 14,215,030 2,694,155 2,379,550 442,107 577,739 

Operating Expenses 
Cost of Gas 
Other O&M Expense 

Total Operation & Maint. Exp. 41,600,757 22,494,948 13,636,078 2,418,918 2,261,288 314,674 474,851 

Depreciation 1,815,586 1,197,824 544,569 22,468 1,315 32,326 17,084 
Taxes Other Than Income Taxes 736,253 504,884 202,695 7,547 1,056 12,285 7,786 
Fed. & State Inc. Taxes - Current 1 ,118415) (626,937) (504,941) 1 1,425 (26,837) 17,328 1 1,547 
Deferred Income Taxes 997,246 436,935 362,843 92,255 92,357 912 11,944 

Total Operating Expenses 44,031,427 24,007,654 14,241,244 2,552,613 2,329,179 377,525 523,212 

Operating Income 750,017 465,209 (26,214) 141,542 50,371 64,582 54,527 

Rate Base 17,941,816 11,816,826 5,327,387 222,937 28,439 328,346 21 7,881 

Rate of Return 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
OPERATING REVENUES 

TWELVE MONTHS ENDED DECEMBER 31.2003 

Per Books Total Firm Small Large 
Operating Revenues South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Residential 
Firm General 
Firm Contract 
Air Force 
Small lnterruptible 
Large lnterruptible 
Unbilled Revenue 
Total Gas Sales and Transport Revenue 

Other Operating Revenue 
Miscellaneous 
Reconnect Fees 
NSF Check Fees 
Miscellaneous 

Rent From Gas Property 
Other Gas Revenues 
Miscellaneous 
Gas Management Fee 
Transport and Penalty Revenue 

Total Other Operating Revenue 

Net 



Per Books 
Operation and 

Maintenance Expenses 

Cost of Purchased Gas 

Production Expenses 
Other Gas Supply Expenses 

Total Production Expense 

Distribution Expenses 
Operation 
Load Dispatch 
Mains and Services 
Measuring Stations - General 
Measuring Stations - Industrial 
Measuring Stations - City Gate 
Meters & House Regulators 
Customer Installations 
Other Gas Distribution 
Rents 
Supervision & Engineering 

Total Operation Expense 

Maintenance 
Structures & Improvements 
Mains 
Measuring Stations - General 
Measuring Stations - lndustrial 
Measuring Stations - City Gate 
Services 
Meters & House Regulators 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
OPERATION & MAINTENANCE EXPENSES 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

34,335,947 17,305,788 11,813,301 2,366,850 2,248,556 199,128 402,324 



Per Books 
Operation and 

Maintenance Expenses 

Other Equipment 
Supervision & Engineering 
~ o t a l  Maintenance Expense 

Total Distribution Expenses 

Customer Accounts 
Meter Reading 
Customer Records & Collection 
Uncollectible Accounts 
Miscellaneous Customer Accounts 
Customer Service & Information 
Sales Expenses 
Administration & General Expenses 

Total Gas O&M Expenses 

O&M Excl. Gas Cost and A&G 
O&M Excl. Cost of Gas 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
OPERATION & MAINTENANCE EXPENSES 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Firm Small Large 
South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

78,473 48,274 23,042 728 0 2, 128 4,301 
66,906 41,159 19,645 620 0 1,814 3,668 

254,489 156,534 74,648 2,372 171 6,874 13,890 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
DEPRECIATION EXPENSE 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Depreciation Expense South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Distribution Plant 
Mains 772,233 529,133 209,841 15,869 0 7,076 10,314 
Structures 914 550 218 16 112 7 11 
Meas. & Reg. Sta. General 5,764 3,864 1,657 116 0 52 75 
Meas. & Reg. Sta. - City Gate 1,833 0 0 0 770 146 917 
Services 453,360 286,121 153,632 769 0 12,838 0 
Meters 159,050 100,378 53,898 270 0 4,504 0 
Service Regulators 20,498 12,595 6,881 34 0 771 21 7 
Measuring & Reg. Eqpt. - Indust. 1,212 0 0 0 0 166 1,046 
Other Property on Cust. Prem. 15,981 10,951 4,343 328 0 146 213 
Cathodic Protection & Other Equipment 7,951 5,448 2,161 163 0 73 106 
Land Rights 
Total Distribution Plant 

General Plant 188,470 124,439 55,994 2,451 21 7 3,276 2,093 

Common Plant 188,098 124,193 55,884 2,447 21 6 3,269 2,089 

Gas Plant Leased to Others 0 0 0 0 0 0 0 

Total Depreciation Expense 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
TAXES OTHER THAN INCOME TAXES 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Taxes Other Than Income South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Ad Valorem Taxes 388,906 256,779 1 15,544 5,058 447 6,760 4,318 

Other Taxes - Payroll, Franchise, Other 347,347 248,105 87,151 2,489 609 5,525 3,468 

Total Taxes Other Than Income 736,253 504,884 202,695 7,547 1,056 12,285 7,786 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
DEFERRED INCOME TAXES 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Deferred Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Other Deferred Income Tax Charges (464,899) (306,954) (1 38,121) (6,047) (534) (8,082) (5,161) 
Unrecovered Purchased Gas Costs I ,417,682 714,532 487,754 97,724 92,840 8,221 16,611 
Closing/Filing and Out of Period 44,463 29,357 13,210 578 51 773 494 

Total Gas Charges 

Accumulated Balance 12/31/03 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
INCOME TAXES 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenue 

Operation & Maintenance Expense 
Depreciation Expense 
Taxes Other Than lncome 
Total Operating Expense 

Interest Expense 

Total Expenses 

Taxable lncorne Before Adjustments 

Tax Deductions 
Purchased Gas Cost Adjustment 
Other lncome Tax Charges 

Preferred Dividend Paid Deduction 
Total Deductions & Adjustments 

Taxable lncorne (Before State Income Tax) 

Less: State lncorne Tax 
Federal Taxable lncome 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
INCOME TAXES 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Income Taxes South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Federal Income Tax @ Current Rate (1,070,738) (595,702) (490,703) 12,132 (26,682) 18,139 12,078 
Plus: State Income Tax 0 0 0 0 0 0 0 
Plus: Credits & Adjustments (1,539) (772) (530) (1 07) (102) (9) (1 9) 

Federal and State Income Taxes (1,072,277) (596,474) (491,233) 12,025 (26,784) 18,130 12,059 

Rounding & Prior Year Adjustments (46,138) (30,463) (13,708) (600) (53) (802) (512) 

Federal Income Tax Computed (1,118415) (626,937) (504,941) 1 1,425 (26,837) 17,328 1 1,547 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
PLANT IN SERVICE 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Plant in Service South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Distribution Plant 
Mains 
Structures & Improvements 
Meas. & Reg. Sta. Eqpt. - General 
Meas. & Reg. Sta. Eqpt. - City Gate 
Service Regulators 
Indust. Meas. & Reg. Sta. Eqpt. 
Services 
Meters 
CNG Refueling Station 
Cathodic Protection & Other Equipment 
Land & Land Rights 
Total Distribution Plant 

General Plant 

Common Plant 

Gas Plant Leased to Others 

Total Gas Plant in Service 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ACCUMULATED RESERVE FOR DEPRECIATION 
TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books 
Accumulated Reserve Total Firm Small Large 

for Depreciation South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Distribution Plant 
Mains 
Structures & Improvements 
Meas. & Reg. Sta. Equip. - General 
Meas. & Reg. Sta. Equip. - City Gate 
Services 
Meters 
Service Regulators 
Indust. Meas. & Reg. Sta. Eqpt. 
Other Property on Customer Prem. 
Cathodic Protection & Other Equipment 
Land Rights 
Total Distribution Reserve 

General Plant 

Common Plant 

Gas Plant Leased to Others 

Total Accumulated 
Reserve for Depreciation 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
CONSTRUCTION WORK IN PROGRESS 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books 
CWlP in Service Total Firm Small Large 

Pending Classification South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

CWlP in Service Pending 
Classification 

Total Construction Work in Progress 
in Service Pending Classification 324,861 214,493 96,516 4,226 373 5,647 3,606 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
WORKING CAPITAL 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Working Capital South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Materials & Supplies 270,692 178,727 80,422 3,521 31 1 4,706 3,005 

Prepaid Insurance 28,707 18,954 8,529 373 33 499 31 9 

Unamortized FAS 106 150,699 107,643 37,811 1,080 264 2,397 1,504 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
RATE BASE REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Per Books Total Firm Small Large 
Rate Base South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Gas Plant in Service 

Less: Accumulated Depreciation 

Net Gas Plant in Service 

CWlP in Service 

Total Plant 

Additions 
Materials & Supplies 
Unamortized Gas IRP Costs - Other 
Prepaid Insurance 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Tax 
Investment Tax Credit Balance 
Customer Advances For Constr. 

Total Deductions 

Total Rate Base 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED DECEMBER 31,2003 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  
PLANT IN SERVICE: 

Structures & lmprovements 

Mains 

Meas. & Reg. Sta. Equip. - General 

Meas. & Reg. Sta. Equip. - City Gate 

Service Regulators 

Indust. Meas. & Reg. Sta. Equip. 

Services 
Meters 

Other Property on Customer Premise 
Cathodic Protection & Other Equipment 

Land & Land Rights 
Total General Plant 
Total Common Plant 
Gas Plant Leased to Others 

ACCUMULATED RESERVE FOR DEPRECIATION REPORT: 
Structures & Improvements 10,877 
Mains 13,105,131 
Meas. & Reg. Sta. Equip. - General 1 10.209 
Meas. & Reg. Sta. Equip. - City Gate 37,475 
Services 5,313,049 
Meters 2,316,123 
Service Regulators 346,898 
Indust. Meas. & Reg. Sta. Equip. 21,315 
Other Property on Customer's Premises 145,281 
Cathodic Protection & Other Equipment 90,478 
Land Rights 5.180 
Total General Plant 2.1 25,627 
Total Common Plant 1,048,052 

13 Distribution Mains 
Direct to Air Force Customer 

9 Average Customers @ Distribution 
5 Peak Day @ Distribution 

13 Distribution Mains 
Direct to Firm General Customer 
Direct to Air Force Customer 
Direct to Small Int. Customer 
Direct to Large Int. Customer 

10 Weighted Customers Excl AF and LI 
Direct to Firm General Customer 
Direct to Small Int. Customer 
Direct to Large Int. Customer 
Direct to Large Int. Customer 
Direct to Small Int. Customer 

10 Weighted Customers Excl AF and LI 
10 Weighted Customers Excl AF and Ll 

Direct to Firm Contract 
13 Distribution Mains 
13 Distribution Mains 

Direct to Air Force Customer 
13 Distribution Mains 
15 Distribution Plant 
15 Distribution Plant 
15 Distribution Plant 

17 Structures & lmprovements 
13 Distribution Mains 
18 Meas. & Reg. Sta. Eqpt.- General 
19 Meas. & Reg. Eqpt.- City Gate 
10 Weighted Customers Excl AF and LI 
10 Weighted Customers Excl AF and LI 
20 Service Regulators 
21 Ind. Meas. & Reg. Sta. Eqpt. 
13 Distribution Mains 
13 Distribution Mains 
13 Distribution Mains 
15 Distribution Plant 
15 Distribution Plant 

386.3 Gas Plant Leased to Others (91) 15 Distribution Plant 

CONSTRUCTION WORK IN PROGRESS REPORT: 

CWlP in Service pending Classification 324,862 15 Distribution Plant 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED DECEMBER 31,2003 
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L I N E  I T E M  A L L O C A T I O N  F A C T O R  

OPERATING REVENUE REPORT: 
Residential 

Firm General 

Firm Contract 

Air Force 

Small Interruptible 

Large Interruptible 

Unbilled Revenue 
Other Operating Revenue 

Reconnect Fees 
NSF Check Fees 
Miscellaneous 

Rent From Gas Property 
Other Gas Revenues 

Miscellaneous Revenues 
Gas Management Fee 
Transport & Sales Penalty Revenue - Net 

OPERATION & MAINTENANCE EXPENSE REPORT: 

Cost of Purchased Gas 

Other Gas Supply Expenses 
Operation Supervision & Maintenance 
Load Dispatch 
Mains & Services 
Measuring Stations - General 
Measuring Stations - Industrial 
Measuring Stations - City Gate 
Meters & House Regulators 
Customer Installations 
Other Gas Distribution 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Residential Customer 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm General Customer 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Firm Contract Customer 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Air Force Customer 
Direct to Small Int. Demand 
Direct to Small Int. Energy 
Direct to Small Int. Customer 
Direct to Large Int. Demand 
Direct to Large Int. Energy 
Direct to Large Int. Customer 

26 Sales Revenue 

11 Average Res. & Firm General Cust. 
11 Average Res. & Firm General Cust. 
24 Net Gas Plant in Service 
24 Net Gas Plant in Service 

31 O&M Excl. Cost of Gas 
Direct to Air Force Energy 

23 Sales & Transportation Rev. 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Small Int. Demand 
Direct to Small Int. Energy 
Direct to Large Int. Demand 
Direct to Large Int. Energy 

3 Dk Sales 
27 All Other Dist. Operation Exp. 

1 Dk Throughput 
22 Mains & Services 
18 Meas. & Reg. Sta. Eqpt.- General 
21 Ind. Meas. & Reg. Sta. Eqpt. 
19 Meas. & Reg. Eqpt.- City Gate 
16 Meters & Regulators 
10 Weighted Customers Excl AF and LI 
27 All Other Dist. Operation Exp. 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED DECEMBER 31,2003 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  
Rents 17,705 27 All Other Dist. Operation Exp. 
Maintenance Supervision & Engineering 66,907 28 All Other Dist. Maintenance Exp. 
Structures & Improvements 1,394 17 Structures & Improvements 
Mains 33,233 13 Distribution Mains 
Measuring Stations - General 10,887 18 Meas. & Reg. Sta. Eqpt.- General 
Measuring Stations - Industrial 6,089 21 Ind. Meas. & Reg. Sta. Eqpt. 
Measuring Stations - City Gate 0 19 Meas. & Reg. Eqpt.- City Gate 
Services 8.505 10 Weighted Customers Excl AF and LI 
Meters & House Regulators 49,002 16 Meters & Regulators 
Other Equipment 78,473 28 All Other Dist. Maintenance Exp. 
Customer Accounts 103,836 8 Average Customers 
Meter Reading 316,275 41 Total Weighted Customers 
Customer Records & Collection 807,722 8 Average Customers 
Uncollectible Accounts 139,486 8 Average Customers 
Miscellaneous Customer Accounts 79,374 8 Average Customers 
Customer Service & Info. 49,845 8 Average Customers 
Sales Expenses 273,956 8 Average Customers 
Administration & General 2,708,304 30 O&M Excl. Gas Cost and A&G 

DEPRECIATION EXPENSE REPORT: 

Mains 
Structures 
Meas. & Reg. Sta. - General 
Meas. & Reg. Sta. - City Gate 
Services 
Meters 
Service Regulators 
Measuring & Reg. Equip. - Indust. 
Other Property on Customer's Premises 
Cathodic Protection & Other Equipment 
Land Rights 
Total General Plant 
Total Common Plant 

386.3 Gas Plant Leased to Others 

TAXES OTHER THAN INCOME REPORT: 

Ad Valorem Taxes 
Other Taxes - Payroll. Franchise, Other 

DEFERRED INCOME TAXES REPORT: 

Other Deferred Income Tax Charges 
Unrecovered Purchased Gas Costs 
ClosinglFiling, Out of Period & FedlState FAS 109 
Accumulated Balance 12/31/03 

13 Distribution Mains 
17 Structures & lmprovements 
18 Meas. & Reg. Sta. Eqpt.- General 
19 Meas. & Reg. Eqpt.- City Gate 
10 Weighted Customers Excl AF and LI 
10 Weighted Customers Excl AF and LI 
20 Service Regulators 
21 Ind. Meas. & Reg. Sta. Eqpt. 
13 Distribution Mains 
13 Distribution Mains 
13 Distribution Mains 
15 Distribution Plant 
15 Distribution Plant 

0 15 Distribution Plant 

388,906 15 Distribution Plant 
347.346 31 0&M Excl. Cost of Gas 

(464,900) 25 Total Gas Plant in Service 
1,417,683 33 Total Cost of Gas 

44,463 25 Total Gas Plant in Service 
1,820,406 25 Total Gas Plant in Service 
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MONTANA-DAKOTA UTILITIES GO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED DECEMBER 31,2003 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  

INCOME TAXES REPORT: 

Interest Charges 
Purchased Gas Cost Adjustment 
Other lncome Tax Charges 
Preferred Dividend Paid Deduction 
State Income Tax 
Rounding & Prior Year Adjustments 
Taxable lncome @ Federal Tax Rate 
Credits & Adjustments 

WORKING CAPITAL REPORT: 

Materials & Supplies 
Prepaid Insurance 
Unamortized FAS 106 Costs - Other 

RATE BASE REPORT: 

Investment Tax Credit Balance 
Customer Advances for Const. 

COST OF SERVICE BY COMPONENT REPORT: 

Operating Income for Proposed Return 

Related Taxes for Increase 
lnverse Tax Rate for Federal & State lncome 
Effective Federal Tax Rate 
Gross Receipts Tax Rate 
lnverse of Combined Tax Rate 

Billing Units @ Customer 
Dk Throughput (Pro Forma 2004) 

Bills (Average Customers ' 12) 

24 Net Gas Plant in Service 
33 Total Cost of Gas 
25 Total Gas Plant in Service 
25 Total Gas Plant in Service 
35 Taxable lncome 
25 Total Gas Plant in Service 

Direct Input 
40 Total Tax Deductions & Adjustments 

270,692 15 Distribution Plant 
28,708 25 Total Gas Plant in Service 

150,700 31 O&M Excl. Cost of Gas 

20,079 25 Total Gas Plant in Service 
33,104 11 Average Res. & Firm General Cust. 
5,441 Direct to Firm General 

16,068 Direct to Firm General 
17,905 Direct to Firm General 

Direct to Residential Energy 
Direct to Firm General Energy 
Direct to Firm Contract Energy 
Direct to Air Force Energy 
Direct to Small Int. Energy 
Direct to Large Int. Energy 

Direct to Residential Customer 
Direct to Firm General Customer 
Direct to Firm Contract Customer 
Direct to Air Force Customer 
Direct to Small Int. Customer 
Direct to Large Int. Customer 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED DECEMBER 31,2003 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  

ADJUSTMENTS TO OPERATING INCOME: 

Revenue: 
Pro Forma 2004 @ Current Rates 

Residential 

Firm General 

Firm Contract 

Air Force 

Small Interruptible 

Large Interruptible 

Unbilled Revenues 

Late Payment Penalty Revenue 

Cost of Gas 
Current Cost of Purchased Gas 

Other OLM Expense 
Labor Expense 

Other Gas Supply 
Distribution 
Customer Accounts 
Customer Service & Information 
Sales 
Administrative & General 

Benefits Expense 
Insurance Expense 
Advertising Expense 
Postage Expense 
Industry Dues 
Regulatory Commission Expense 
All Other O&M 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Residential Customer 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm General Customer 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Firm Contract Customer 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Air Force Customer 
Direct to Small Int Demand 
Direct to Small Int Energy 
Direct to Small Int Customer 
Direct to Large Int Demand 
Direct to Large Int Energy 
Direct to Large Int Customer 

26 Sales Revenue 

47,709 26 Sales Revenue 

Direct to Residential Demand 
Direct to Residential Energy 
Direct to Firm General Demand 
Direct to Firm General Energy 
Direct to Firm Contract Demand 
Direct to Firm Contract Energy 
Direct to Air Force Demand 
Direct to Air Force Energy 
Direct to Small Int Demand 
Direct to Small Int Energy 
Direct to Large Int Demand 
Direct to Large Int Energy 

4,028 30 O&M Excl. Cost of Gas and A&G 
135.355 39 Distribution O&M 
60,016 38 Customer Expense Accounts O&M 
2,188 8 Average Customers 

14,552 8 Average Customers 
58,951 30 O&M Excl. Cost of Gas and A&G 

546,843 30 O&M Excl. Cost of Gas and A&G 
(44,184) 30 O&M Exci. Cost of Gas and A&G 
(26,643) 8 Average Customers 
(4,692) 8 Average Customers 

(1 8,359) 30 O&M Excl. Cost of Gas and A&G 
154,437 30 O&M Excl. Cost of Gas and A&G 
369,887 31 O&M Excl Cost of Gas 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

ALLOCATION ASSIGNMENT REPORT 
TWELVE MONTHS ENDED DECEMBER 31,2003 

L I N E  I T E M  A L L O C A T I O N  F A C T O R  

Depreciation Expense 26,763 15 Distribution Plant 

Taxes Other Than lncome 
Ad Valorem Taxes 
Other Taxes - Payroll, Franchise, Other 

25,924 15 Distribution Plant 
65,661 31 O&M Excl Cost of Gas 

Current lncome Taxes 
Interest Expense (60,189) 24 Net Gas Plant in Service 
Tax Depreciation on Plant Additions 171,814 25 Total Gas Plant in Service 
Income Taxes on Pro Forma Adjustments . I 1  1,302 25 Total Gas Plant in Service 
Elimination of ClosingIFiling and Reserve Adjustment 46,139 25 Total Gas Plant in Service 

Deferred Income Taxes 
Deferred Income Taxes on Plant Additions 60,135 25 Total Gas Plant in Service 
Elimination of ClosinglFiling, Out of Period (44,463) 25 Total Gas Plant in Service 

ADJUSTMENTS TO RATE BASE: 

Plant in Service 
Distribution Plant 
General Plant 
Common Plant 

Accumulated Reserve 
Distribution Plant 
General Plant 
Common Plant 

Additions to Rate Base: 
Materials & Supplies 
Prepayments 
Unamortized FAS 106 Costs - Other 

Deductions to Rate Base: 
Accumulated Deferred lncome taxes 
Accumulated Investment Tax Credits 
Customer Advances 

1,988,703 15 Distribution Plant 
120,312 15 Distribution Plant 
396,565 15 Distribution Plant 

1,306,102 15 Distribution Plant 
(1 65,156) 15 Distribution Plant 
172,549 15 Distribution Plant 

(5,151 ) 15 Distributin Plant 
63,192 25 Total Gas Plant in Service 

(1 5.864) 32 O&M Excl. Cost of Gas 

87,245 25 Total Gas Plant in Service 
(1 3,430) 25 Total Gas Plant in Service 
(17,666) 11 Average Res & Firm Gneral Customers 



Dk Throughput 

I-Day Peak Sales 

Dk Sales 

Dk Throughput @ Distribution 

I-Day Peak @ Distribution 

Average Customers 

Average Customers @ Distribution 

Weighted Customers Excl. AF and LI 

Average Res. & Firm General Cust. 

Weighted Customers @ Distribution 

Distribution Mains 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Residential Firm General 
South Dakota I Demand Energy Customer I Demand Energy Customer I 



Dk Throughput 

I -Day Peak Sales 

Dk Sales 

Dk Throughput @ Distribution 

I-Day Peak @ Distribution 

Average Customers 

Average Customers @ Distribution 

Weighted Customers Excl. AF and LI 

Average Res. & Firm General Cust. 

Weighted Customers @ Distribution 

Distribution Mains 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Firm Contract Air Force 
I Demand Energy Customer I Demand Energy Customer I 



Dk Throughput 

I-Day Peak Sales 

Dk Sales 

Dk Throughput @ Distribution 

I-Day Peak @ Distribution 

Average Customers 

Average Customers @ Distribution 

Weighted Customers Excl. AF and LI 

Average Res. & Firm General Cust. 

Weighted Customers @ Distribution 

Distribution Mains 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Small Interruptible Large Interruptible 
Demand Energy Customer 1 Demand Energy Customer 1 



Distribution Plant 

Meters & Regulators 

Structures & Improvements 

Meas. & Reg. Sta. Eqpt.- General 

Meas. & Reg. Eqpt.- City Gate 

Service Regulators 

Ind. Meas. & Reg. Sta. Eqpt. 

Mains & Services 

Sales & Transportation Rev. 

Net Gas Plant in Service 

Total Gas Plant in Service 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Residential Firm General 
South Dakota I Demand Energy Customer I Demand Energy customer I 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Firm Contract Air Force 
I Demand Enerav Customer I Demand Enerav Customer I 

Distribution Plant 

Meters & Regulators 

Structures & Improvements 

Meas. & Reg. Sta. Eqpt.- General 

Meas. & Reg. Eqpt.- City Gate 

Service Regulators 

Ind. Meas. & Reg. Sta. Eqpt. 

Mains & Services 

Sales & Transportation Rev. 

Net Gas Plant in Service 

Total Gas Plant in Service 



Distribution Plant 

Meters & Regulators 

Structures & Improvements 

Meas. & Reg. Sta. Eqpt.- General 

Meas. & Reg. Eqpt.- City Gate 

Service Regulators 

Ind. Meas. & Reg. Sta. Eqpt. 

Mains & Services 

Sales & Transportation Rev. 

Net Gas Plant in Service 

Total Gas Plant in Service 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Small lnterruotible Larae lnterru~tible 
Demand Energy Customer I Demand Energy Customer I 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Total Residential Firm General 
South Dakota I Demand Enerav Customer I Demand Ener~v  Customer I 

Sales Revenue 

All Other Dist. Operation Exp. 

All Other Dist. Maintenance Exp. 

O&M Excl. Gas Cost and A&G 

O&M Excl. Cost of Gas 

Total Cost of Gas 

Taxable Income 

Customer Account Expense O&M 

Distribution O&M 

Total Tax Deductions & Adjustments 

Total Weighted Customers 



Sales Revenue 

All Other Dist. Operation Exp. 

All Other Dist. Maintenance Exp. 

O&M Excl. Gas Cost and A&G 

O&M Excl. Cost of Gas 

Total Cost of Gas 

Taxable Income 

Customer Account Expense O&M 

Distribution O&M 

Total Tax Deductions & Adjustments 

Total Weighted Customers 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

EMBEDDED CLASS COST OF SERVICE STUDY 
ALLOCATION FACTOR REPORT 

TWELVE MONTHS ENDED DECEMBER 31,2003 

Firm Contract Air Force 
I Demand Energy Customer I Demand Energy Customer I 
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MONTANA-DAKOTA UTILITIES CO. 
REVENUES UNDER CURRENT AND PROPOSED RATES 

GAS UTILITY - SOUTH DAKOTA 

Total Proposed 
Pro Forma 2004 11 Proposed Revenue 

Revenue Revenue lncrease 
Percent 
lncrease Customer ClassIRate Customers 

37,933 Residential - Rate 60 

Firm General Service - Rates 70 & 72 

Firm Contract Service Rate 

Air Force Service - Rate 64 

Small lnterruptible 
Sales - Rate 71 
Transport - Rate 81 

Total Small Interruptible 

Large lnterruptible 
Sales - Rate 85 
Transport - Rate 82 

Total South Dakota 

I /  Rule 20:10:13:85 Statement I, Page 3. 
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Rate Class 

Residential 

Firm General Service 

Firm Contract 

Air Force 

Small lnterruptible 
Sales 
Transportation 
Total Small IT 

Large lnterruptible 
Sales 
Transportation 
Total Large IT 

Total South Dakota 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 
ALLOCATION OF REVENUES 

Pro Forma 2004 

Billing Determinants Embedded COS Before Increase 
Distribution Total I Operating Rate Rate Of 

Rate Class 

Residential 

Bills Dk Revenues Gas Costs Revenues 

455,196 3,280,458 $8,168,843 $22,884,475 $31,053,318 

61,104 2,239,643 3,194,371 15,623,750 18,818,121 

12 640,689 224,760 3,657,694 3,882,454 

12 573,102 36,672 3,235,734 3,272,406 

Firm General Service 

Income Base Return 

$568,917 $12,597,739 4.52% 

299,809 5,674,980 5.28% 

71,321 238,124 29.95% 

6,964 29,764 23.40% 

Firm Contract 

Air Force 

Small lnterruptible 
Sales 
Transportation 
Total Small IT 

Large lnterruptible 
Sales 
Transportation 
Total Large IT 

Total South Dakota 

Cost of Gas (Adiusted for Losses) 
Pro Forma COG 
Firm $6.976 
Interruptible - Small 6.976 
Interruptible - Large 5.709 
Seasonal- Winter 6.976 
Seasonal- Summer 6.976 
AFB 5.646 
Firm Contract 5.709 

Target Rate Design -Distribution Revenues Rate Design Results 

5/1/04 
Surcharge 

$0.395 
0.395 
0.904 
0.395 
0.395 
0.132 

0 

Increase In Operating Rate Of 
Revenue % Increase Income Return 

$897,073 2.89% $1,150,669 9.1 3% 

Total 
$7.371 
7.371 
6.613 
7.371 
7.371 
5.778 
5.709 

Increase In Total Rate Of 
Revenue Revenues % lncr Return 

$896,242 $31,949,560 2.89% 9.13% 



Residential Rate 60 
Basic Service Charge 
Distribution Charge 
Cost of Gas 

Total Revenue Rate 60 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE RECONCILIATION 
RESIDENTIAL GAS SERVICE - RATE 60 

Pro Forma 2004 

DOCKET NO. - 
RULE 20:10:13:9$ 
STATEMENT 0 
SCHEDULE 0-1 
PAGE 2 OF 8 

Current Proposed 
Billing Units Rate Amount Rate Amount Change 

Total Distribution Revenues Per Design 
Target Distribution Revenues 

Difference 

37,933 Cust $0.25 $3,461,386 $0.26 $3,599,842 $138,456 
3,280,458 dk 1.435 4,707,457 1.666 5,465,243 757,786 
3,280,458 dk 6.976 22,884,475 6.976 22,884,475 0 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RESIDENTIAL GAS SERVICE - RATE 60 
Pro Forma 2004 

Current Non-Gas Revenues 
Proposed Revenue Increase 
Total Revenue Requirement 

Less: 
Proposed Base Rate Revenues 

Remaining Revenues To Be Collected 

Total Rate 60 Consumption 

Base Distribution Charge 

DOCKET NO. - 
RULE 20:10:13:9 
STATEMENT 0 
SCHEDULE 0-1 
PAGE 3 OF 8 



Firm General Rate 70 
Basic Service Chg Rate 700 
Basic Service Chg Rate 701 

Subtotal 

Distribution Delivery 
Cost of Gas 

Total Revenue 

DOCKET NO. - 
RULE 20:10:13:9! 
STATEMENT 0 
SCHEDULE 0-1 
PAGE 4 OF 8 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE RECONCILIATION 
FIRM GENERAL GAS SERVICE - RATE 70 

Pro Forma 2004 

Current Proposed 
Billing Units Rate Amount Rate Amount Change 

3,708 Cust $0.33 $446,630 $0.35 $473,697 $27,067 
1,384 Cust 0.66 333,406 0.70 353,612 20,206 
5,092 $780,036 $827,309 47,273 

Total Distribution Revenues Per Design 
Target Distribution Revenues 

Difference 



Current Non-Gas Revenues 
Proposed Revenue increase 
Total Revenue Requirement 

Less: 
Base Rate Revenues 

Remaining Revenues To Be Collected 

Total Rate 70 

Base Commodity Charge 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

FIRM GENERAL GAS SERVICE - RATE 70 
Pro Forma 2004 

DOCKET NO. - 
RULE 20:10:13:9! 
STATEMENT 0 
SCHEDULE 0-1 
PAGE 5 OF 8 



CLASS 

Basic Service Charge 
Rate 85 Sales 
Rate 82 Transport 

Subtotal 

Distribution Delivery 
Rate 85 Sales 
Rate 82 Transport 

Cost of Gas 

Total Revenue 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

LARGE INTERRUPTIBLE SERVICE - RATES 82 & 85 
Pro Forma 2004 

Current 
Billing Units Rate Amount 

12 Bills $150.00 $1,800 
96 Bills 200.00 19,200 

Total Rate 82 & 85 Distribution Revenue $137,613 
Target Distribution Revenue 1 37,322 

DOCKET NO. - 
RULE 20:10:13:9! 
STATEMENT 0 
SCHEDULE 0-1 
PAGE 6 OF 8 

Rate Amount Change 

Difference 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

PROPOSED RATE DESIGN 
LARGE INTERRUPTIBLE SERVICE - RATES 82 & 85 

Pro Forma 2004 

Revenue Requirement 
Less: Flexed Contracts 
Proposed Revenue Increase 

Total Revenue Requirement 

Less: Base Service Charge Revenues 

Total Revenue Requirement 

Total Throughput Rates 82 & 85 (Excluding Flexed Contracts) 

Commodity Charge 



Large lnterruptible Sales 
Base Rate Revenues 
Energy Revenues 
Cost of Gas 

Total Sales Revenues 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

REVENUE RECONCILIATION 
LARGE INTERRUPTIBLE SERVICE - RATES 82 & 85 

Pro Forma 2004 

Large lnterruptible Transportation 
Base Rate Revenues 
Transportation Revenues - @ Ceiling 
Transportation Revenues - Flexed 

Total Transportation Revenues 

Total Large lnterruptible Revenues Per Design $638,795 
Total Large Interruptible Target Revenues 638,504 

DOCKET NO. - 
RULE 20:10:13:9! 
STATEMENT 0 
SCHEDULE 0-1 
PAGE 8 OF 8 

Difference $291 



Gas Cost Adiustment: 
Gas Cost Level (Exhibit B) 

Prior Gas Cost 

Current Gas Cost Adjustment 

Surcharge Adiustment: 
Current Adjustment 

Prior Adjustment 

Change in Surcharge Adjustment 

Net Increase (Decrease) in Gas Costs 

MONTANA-DAKOTA UTILITIES CO. 
PGA TARIFF SHEET 

BLACK HILLS 
EFFECTIVE JUNE 2004 

DOCKET NO. - 
RULE 20:10:13:10~ 
STATEMENT P 
PAGE 1 OF 1 

Residential & 
General Optional Large Air 
Service Seasonal Interruptible Force 

Gas Cost Level $6.945 $5.820 $5.671 $5.607 

Plus: Surcharge 

Total Gas Cost Level in Tariff Rates $7.340 $6.21 5 $6.575 $5.739 
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MONTANA-DAKOTA UTILITIES CO. 
DESCRIPTION OF UTILITY OPERATIONS 

Montana-Dakota Utilities Co., a Division of MDU Resources 

Group, Inc. (Montana-Dakota) is an operating public utility engaged in the 

distribution and sale of natural gas and propane and the production, 

transmission, distribution and sale of electricity in North Dakota, eastern 

Montana, northern and western South Dakota and northern Wyoming. 

Montana-Dakota has a four-state natural gas system serving 

markets in North Dakota, including Bismarck, Dickinson, Jamestown, Minot 

and Williston; eastern Montana, including Billings, Glendive, Miles City and 

Wolf Point; western and central South Dakota, including Rapid City and 

Pierre; and several communities in northern Wyoming, including Sheridan. 

Montana-Dakota operates a propane vaporization distribution system in 

Hettinger, North Dakota. It also has an interconnected electric system 

serving markets in North Dakota, including Bismarck, Dickinson and 

Williston; eastern Montana, including Glendive, Miles City and Wolf Point; 

and northern South Dakota. The Company also has a separate electric 

system serving Sheridan, Wyoming and areas adjacent thereto. As of 

December 31, 2003, the Company supplied natural gas at retail to 

approximately 220,800 customers located in 144 communities and adjacent 

rural areas. As of the same date, Montana-Dakota supplied electricity to 

approximately I 17,400 customers located in 180 communities and adjacent 



DOCKET NO. - 
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STATEMENT Q 
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rural areas. Montana-Dakota has obtained and holds valid and subsisting 

franchises authorizing it to carry on the utility business in all of the 

municipalities in which it is engaged where such franchises are required. 

Montana-Dakota's service area has historically been primarily agricultural, 

including a number of irrigated areas. The important industries among the 

Company's customers are oil refining, sugar refining, cement and bentonite 

manufacturing, coal mining, gold mining and clay products manufacturing. 

There has been a significant increase in oil and natural gas exploration and 

development and lignite coal mining in the Company's service territory. 

Please refer to FERC Form I, Annual Report for Electric Utilities, 

pages 402-403,410-411, and 422-425 for the electric generating stations 

and miles of line. 

The last general gas rate case was filed on December 30,2002 

with the South Dakota Public Utilities Commission in Docket No. NG02-01 I .  

The application requested an annual increase in revenues of $2,173,380 or 

an overall increase of 5.8 percent. The Commission issued an Order dated 

December 17, 2003 approving a Settlement Stipulation authorizing an 

increase of $1,306,000 or a 4.14 percent increase. 



DOCKET NO. 
RULE 20:10:13:102 
STATEMENT R 
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MONTANA-DAKOTA UTILITIES CO. 
INTERCOMPANY TRANSACTIONS 

TOTAL COMPANY 
FOR THE TWELVE MONTHS ENDING DECEMBER 31,2003 

Please see Rule 20: lO:l3:84, Statement H, Schedule H-4. 
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MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG04-- 

Direct Testimony 
of 

Bruce T. lmsdahl 

Please state your name and business address. 

My name is Bruce T. lmsdahl and my business address is 400 

North Fourth Street, Bismarck, North Dakota 58501. 

By whom are you employed and in what capacity? 

I am the President of Montana-Dakota Utilities Co. (Montana- 

Dakota), a Division of MDU Resources Group, Inc. 

Please describe your duties and responsibilities with Montana-Dakota. 

I have executive responsibility for the development, coordination, 

and implementation of Company strategies and policies relative to all 

areas of operations. 

Please outline your educational and professional background. 

In 1970, 1 received a Bachelor of Science degree in Mechanical 

Engineering from North Dakota State University, Fargo, North Dakota. I 

was granted certificates of attainment from the Joseph M. Krazt Graduate 

School of Business in Management Program for Executives from the 

University of Pittsburgh, Pittsburgh, Pennsylvania in 1990 and from the 



Graduate School of Business, Stanford University in the Executive 

Management Program in 2003. 

Upon graduating from college in 1970, 1 began my career with 

Montana-Dakota as a results engineer at the Lewis & Clark electric 

generating station. In 1973, 1 took an engineering position at the 

corporate office and was responsible for the engineering at five of our 

electric generating stations. In 1979, 1 transferred to the Lewis & Clark 

Station as the Plant Superintendent, where I was responsible for all 

engineering, operations, and maintenance of the plant. In 1983, 1 

transferred to the R. M. Heskett Station as the Plant Manager, where I 

was again responsible for all engineering, operations and maintenance of 

the plant. In 1985, 1 transferred to the corporate office as Generation 

Manager, where I became responsible for all the electric generating plants 

that Montana-Dakota owned and operated and the company's 

Environmental Department. In 1989, 1 became Vice President - Power 

Supply and, in November 1992,l was named Vice President - Energy 

Supply assuming responsibility for natural gas supply as well as the 

electric power supply. In February 2003, 1 was named Executive Vice 

President. I became President of Montana-Dakota in July 2003. 

I am a Registered Professional Engineer in North Dakota and 

Montana. I also have been involved with the activities of the Electric 

Power Research Institute, the Edison Electric Institute, the University of 



North Dakota Energy & Environmental Research Center, and the 

American Gas Association. 

What is the purpose of your testimony? 

The purpose of my testimony is to provide an overview of our South 

Dakota natural gas operations, explain our request for a gas rate increase 

and discuss the policies and reasons underlying the major aspects of the 

request. I will also identify the Company witnesses in this proceeding. I 

should note at the outset that this requested increase is applicable only to 

our Black Hills system customers. This request does not affect natural gas 

customers served from our East River system. 

Would you provide a summary of Montana-Dakota's gas operations in 

South Dakota? 

The South Dakota natural gas distribution system serves 

approximately 43,100 customers in 24 communities. The customer mix is 

about 88.1 % residential, 1 1.8% firm commercial, with the firm contract 

service, Air Force, small interruptible and large interruptible customers 

making up about 0.1% of customers. The residential, firm commercial and 

small interruptible customers use natural gas primarily for space and water 

heating. As such, Montana-Dakota's system has a low load factor with 

peak gas requirements occurring during the winter with summer loads 

being small by comparison. The total annual gas used by our South 

Dakota customers is 7.8 Mmdk as identified for the test period in this case. 

Consumption by customer class is as follows: 42.3% residential, 28.9% 



firm commercial, 8.2% firm contract service, 7.4% Air Force, 5.2% small 

interruptible, and 8.0% large interruptible. Montana-Dakota's South 

Dakota gas service area is a single operating region with a regional office 

located in Rapid City, a district office located in Spearfish and District 

Representatives stationed in three other communities in the area. As of 

December 31,2003, the Company had 114 full and part time employees 

who live and work throughout our South Dakota electric and gas service 

area. 

Q. Mr. Imsdahl, did you authorize the filing of the rate application in this 

proceeding? 

A. Yes, I did. 

Q. Why has Montana-Dakota filed this application for a gas rate increase? 

A. Montana-Dakota is requesting an increase in its general gas rates 

at this time because the current cost of providing natural gas service to 

our South Dakota customers is not adequately reflected in the currently 

authorized rates. It should be noted that this application does not include 

any cost changes related to the cost of gas which is handled through the 

Commission authorized Purchased Gas Cost Adjustment tariff. 

Q. Would you please explain the basic elements that make up the total costs 

of providing gas service, and which of those elements is subject to 

regulation by this Commission? 

A. Yes. The costs of providing natural gas service can be best broken 

down into two major categories; first, the cost of gas delivered to the town 



border station, where it leaves the interstate or intrastate pipeline and 

enters our distribution system, and second, the cost of delivering the gas 

from the town border station through our distribution system to the 

individual customers. We call this portion distribution costs or non-gas 

costs. 

Natural gas purchased from a producer or supplier is a commodity 

like wheat or corn and prices are not regulated. The charges for moving 

the gas to our distribution system on the pipeline system are regulated by 

the Federal Energy Regulatory Commission or other regulatory agencies. 

These two elements, which we call "gas costs", are passed on to our 

customers on a dollar-for-dollar basis as specified in the Purchased Gas 

Cost Adjustment tariff, and there is no profit made by Montana-Dakota. 

This portion comprises about 74% of a typical residential bill for gas 

service. 

The distribution cost portion of our rates is regulated by this 

Commission and is the subject of this proceeding. This portion includes 

operation and maintenance expenses, depreciation, taxes, and a 

component for the opportunity to earn a return on the investment we have 

in facilities to provide natural gas service. The distribution costs are about 

26% of a typical residential bill. 

Q. What is the amount of the increase requested? 



As will be fully explained by other Company witnesses, the - 

Company is requesting an increase of $1,281,417 based on a 2003 test 

year adjusted for known and measurable changes. 

How will the requested increase affect the various classes of customers? 

The proposed percentage change in rates by customer class is as 

follows: 

Class Chanqe 

Residential 2.9% 

Firm General Service 2.0% 

Firm Contract Service 0.0% 

Air Force 0.0% 

Small Interruptible 0.0% 

Large Interruptible 1 .O% 

Total 2.2% 

What are the primary reasons that Montana-Dakota needs an increase at 

this time? 

The primary reason is increased operating expenses driven largely 

by increases in labor, benefit costs and depreciation expense. 

When was the last gas general rate increase for Montana-Dakota? 

Montana-Dakota's gas rates were last increased in December 

2003. The increase was $1,305,612 annually and was authorized in 

Docket No. NG02-01 I. 



Would you please explain why labor and benefit costs have increased 

since the last rate case? 

Yes. Montana-Dakota strives to pay its employees wages reflective 

of the mid-range of the labor market. For union personnel, a new labor 

contract was effective May I ,  2003. It was apparent during our 

negotiation preparation that Montana-Dakota's wage levels were 

substantially lower than the wage levels of our competitors and that they 

had been lower for some time. The new union labor agreement, which 

runs through April 30, 2007, reflects annual pay increases through May I ,  

2006 for union employees to bring our wage levels more in line with the 

wage levels of other companies we compete with for employees. With 

respect to non-union personnel, Montana-Dakota retained a consulting 

firm, the Hay Group, to lead a study of pay rates for all non-union jobs. 

The results of that study clearly indicated that Montana-Dakota's pay rates 

were below the competitive markets. Beginning in 2003, we undertook a 

phase-in approach to bring our pay rates for non-union personnel more in 

line with the market. 

With regard to benefit costs, pension costs have been increasing 

steadily for most, if not all companies and are expected to continue to 

increase. Our pension cost requirements are determined at least annually 

by an independent outside actuarial firm. Finally, medical and health care 

costs continue to rise. 



Will you please identify the other witnesses who will testify on behalf of 

Montana-Dakota in this proceeding? 

Yes. In addition to myself, Mr. J. Stephen Gaske, President of 

Zinder Companies, Inc., will testify regarding the appropriate cost of 

common equity and overall cost of capital for Montana-Dakota's gas 

operations. Mr. Craig A. Keller, Vice President, Controller and Chief 

Accounting Officer for Montana-Dakota will testify regarding the capital 

structure and overall debt and preferred equity costs. Ms. Rita A. Mulkern, 

Regulatory Analysis Manager for Montana-Dakota, will testify regarding 

the total revenue requirements necessary for Montana-Dakota's South 

Dakota (Black Hills) gas operations. Mr. Paul W. Conley, Principal with 

Towers Perrin, will testify regarding the Supplemental Income Security 

Plan and Ms. Tamie A. Aberle, Pricing and Tariff Manager for Montana- 

Dakota, will testify on the rate design proposals. 

Mr. Imsdahl, are the rates requested in this proceeding just and 

reasonable? 

Yes. In my opinion, the proposed rates are just and reasonable 

because they are reflective of the total costs being incurred by Montana- 

Dakota in providing gas service to its customers. The proposed rates will 

allow Montana-Dakota the opportunity to earn a just and reasonable return 

on its Black Hills area South Dakota gas operations. 

Does this complete your direct testimony? 

Yes, it does. 



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

BEFORE THE SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

DOCKET NO. 

PREPARED DIRECT TESTlMONY OF 

J. STEPHEN GASKE 

1 Q1. Please state your name, position and business address. 

2 A. My name is J. Stephen Gaske and I am President of Zinder Companies, 

3 Inc., 7508 Wisconsin Avenue, Suite 300 Bethesda, MD 20814. 

4 Q2. Would you please describe your educational and professional background? 

5 A. I hold a B.A. degree from the University of Virginia and an M.B.A. degree 

6 with a major in finance and investments fiom George Washington University. I 

also received a Ph.D. degree from Indiana University where my major field of 

study was public utilities and my supporting fields were in finance and 

economics. 

From 1977 to 1980, I worked for H. Zinder & Associates as a research 

assistant and later as supervisor of regulatory research. In 1980 and 1981, I was 

employed by Olson and Company where my primary duties were to assist in the 

preparation of cost of capital studies for presentation in regulatory proceedings. 

From 1982 to 1986 I undertook graduate studies in economics and finance 

at Indiana University where I also taught courses in public utilities, transportation, 

and physical distribution. During ths  time I also was employed as an 

independent consultant on a number of projects involving public utility 

regulation, rate design, and cost of capital. From 1983-1986 I was coordinator for 
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the Electric Rate Fundamentals course of the Edison Electric Institute. In 1986 I 

accepted an appointment as assistant professor at Trinity University in San 

Antonio, Texas, where I taught courses in financial management, investments, 

corporate finance, and corporate financial theory. 

In 1988 I returned to H. Zinder & Associates as a consultant. I have 

testified or filed testimony or affidavits before the Federal Energy Regulatory 

Commission on more than twenty occasions. Topics covered in these 

submissions have included rate of return, capital structure, cost allocation, rate 

design, revenue requirements and market power. I also have filed testimony on 

the cost of capital and capital structure issues for electric, gas distribution and oil 

and gas pipeline operations before state regulatory bodies in Alaska, New York, 

North Dakota, Minnesota, Montana, South Dakota, and Wyoming, and the 

Comision Reguladora de Energia de M6xico ("CRE). In addition, I have 

testified or submitted testimony on issues such as cost allocation, rate design, 

pricing and utility economics before the U.S. Postal Rate Commission, the 

Alberta Energy and Utilities Board, and state public utility Commissions in Iowa, 

Maine, Montana, North Dakota, Texas and Wisconsin. During the course of my 

consulting career, I have conducted many studies on issues related to regulated 

industries and have served as an advisor to numerous clients on economic, 

competitive, rate and financial matters. I also have spoken and lectured before 

many professional groups including the American Gas Association and the Edison 

Electric Institute. 
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I. INTRODUCTION 

Scope and Overview 

What is the scope of your testimony in this proceeding? 

I have been asked by Montana-Dakota Utilities Co. ("Montana-Dakota") to 

evaluate the required overall rate of return for the company's natural gas distribution 

operations in the state of South Dakota and to estimate the cost of common equity 

capital for those operations. In t h s  testimony, I calculate the cost of common equity 

capital for Montana-Dakota's natural gas distribution operations based on a 

Discounted Cash Flow ("DCF") analysis of a group of proxy companies that have 

risks reasonably similar to those of Montana-Dakota' s South Dakota natural gas 

distribution operations. The results of this DCF study are supported by various 

benchmark criteria that I have used to test the reasonableness of the DCF study 

13 results. 

14 Q4. What rate of return is Montana-Dakota requesting in this proceeding? 

15 A. Based on its test period allocated gas utility capital structure, Montana- 

16 Dakota is requesting the following rate of return: 

As my testimony discusses, an overall allowed rate of return of 9.613 percent, 

Source 

with an 11 .OO percent return on common equity, represents the cost of capital for 

Montana-Dakota. 

Long-Term Debt $154,100.0 45.589% 8.624% 3.932% 
Preferred Stock $16,150.0 4.778% 4.618% 0.221% 
-nWtY $167,772.7 49.633% ll.ooOO/o 5.460% 

TOTAT, $338,022.7 100.W/o 9.613% 

Arno~mt 

(000s) Percent Cost 
Overall Rate 

0fRetm-n 
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Company Background 

Q5. Would you please describe Montana-Dakota's operations and those of its 

parent company, MDU Resources Group, Inc.? 

A. Montana-Dakota is a wholly-owned division of MDU Resources Group, 

Inc. ("MDU Resources") that is engaged in the generation, transmission and 

distribution of electricity, and the distribution of natural gas, in the states of North 

Dakota, Montana, South Dakota and Wyoming. Through other divisions and 

subsidiaries, MDU Resources is engaged in natural gas exploration, production 

and transmission and also produces and markets aggregates and other construction 

materials. MDU Resources also has subsidiaries engaged in utility infrastructure 

construction and a recently acquired division, Great Plains Natural Gas Company 

("Great Plains"), distributes natural gas in southeastern North Dakota and western 

Minnesota. 

In 2003, Montana-Dakota and the much smaller Great Plains served a 

total of 244,000 residential, commercial and industrial gas distribution customers. 

As shown on Exhibit No. - (JSG-2), Schedule 2, page 1, Montana-Dakota's 

natural gas distribution assets comprised 7.0 percent of MDU Resources' total 

assets. In addition, the natural gas distribution utility revenues and operating 

income accounted for 11.5 percent and 1.5 percent of MDU Resources' total, 

respectively. South Dakota accounted for 19 percent of the natural gas 

distribution utility operating revenues, while North Dakota (39 percent), Montana 

(25 percent), Wyoming (6 percent) and Minnesota (1 1 percent) accounted for the 

other 8 1 percent of natural gas distribution utility revenues. 
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1 11. FINANCIAL W T  STUDIES 

2 Criteria for a Fair Rate of Return 

3 46 .  Please describe the criteria which should be applied in determining a fair 

4 rate of return for a regulated company? 

5 A. The United States Supreme Court has provided general guidance regarding 

6 the level of allowed rate of return that will meet constitutional requirements. In 

7 Bluejeld Water Worh & Improvement Company v. Public Service Commission of 

8 West Virginia (262 U.S. 679,693 (1923)), the Court indicated that: 

"The return should be reasonably sufficient to assure confidence 
in the financial soundness of the utility and should be adequate, 
under efficient and economical management, to maintain and 
support its credit and enable it to raise the money necessary for 
the proper discharge of its public duties. A rate of return may be 
reasonable at one time and become too high or too low by 
changes affecting opportunities for investment, the money market 
and business conditions generally." 

19 The Court has further elaborated on this requirement in its decision in Federal 

20 Power Conznzission v. Hope Natural Gas Company (320 US. 591, 603 (1944)). 

2 1 There the Court described the relevant criteria as follows: 

"From the investor or company point of view it is important that 
there be enough revenue not only for operating expenses but also 
for the capital costs of the business. These include service on the 
debt and dividends on the stock .... By that standard the return to 
the equity owner should be commensurate with returns on 
investments in other enterprises having corresponding risks. That 
return, moreover, should be sufficient to assure confidence in the 
financial integrity of the enterprise, so as to maintain its credit and 
to attract capital." 
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1 Thus, the standards established by the Court in Hope and Bluefield consist of three 

requirements. These are that the allowed rate of return should be: 

1. commensurate with returns on enterprises with 
corresponding risks; 

2. sufficient to maintain the financial integrity of the 
regulated company; and, 

3. adequate to allow the company to attract capital on 
reasonable terms. 

These legal criteria will be satisfied best by employing the economic concept of the 

"cost of capital'' or "opportunity cost" in establishing the allowed rate of return on 

common equity. For every investment alternative, investors consider the risks 

attached to the investment and attempt to evaluate whether the return they expect to 

earn is adequate for the risks undertaken. Investors also consider whether there 

might be other investment opportunities that would provide a better return relative to 

15 the risk involved. This weighmg of alternatives and the highly competitive nature of 

16 capital markets causes the prices of stocks and bonds to adjust in such a way that 

17 investors can expect to earn a return that is just adequate for the risks involved. 

18 Thus, for any given level of risk there is a return that investors must expect in order 

19 to induce them to voluntarily undertake that risk and not invest their money 

20 elsewhere. That return is referred to as the "opportunity cost" of capital or "investor 

21 required" return. 

22 4 7 .  How should a fair rate of return be evaluated from the standpoint of 

23 consumers and the public? 

24 A. The same standards should apply. When a regulated entity faces 

25 competition, consumers will implicitly determine the fair rate of return by their 

6 
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1 consumption decisions. When regulation is appropriate, consumers and the public 
I 

2 have a long-term interest in seeing that the regulated company has an opportunity to 

3 earn returns that are not so hgh as to be excessive, but that also are sufficient to 

4 encourage continued replacement and maintenance, as well as needed expansions, 

5 extensions, and new services. Thus, the consumer and public interest also lies in 

6 establishing a return that will readily attract capital without being excessive. 

7 Q8. How are the costs of preferred stock and long-term debt determined? 

8 A. For purposes of setting regulated rates, the current, embedded costs of 

9 preferred stock and long-term debt are used in order to ensure that the company 

10 receives a return that is sufficient to pay the fixed dividend and interest obligations 

11 that are attached to these sources of capital. 

, 12 Q9. How is the cost of common equity determined? 

The practice in setting a fair rate of return on common equity is to use the 

current market cost of common equity in order to ensure that the return is adequate 

to attract capital and is commensurate with returns available on other investments 

with similar levels of risk. However, determining the market cost of common equity 

is a relatively complicated task that requires analysis of many factors and some 

degree of judgment by an analyst. The current market cost of capital for securities 

that pay a fixed level of interest or dividends is relatively easy to determine. For 

example, the current market cost of debt for publicly-traded bonds can be calculated 

as the yield-to-maturity, adjusted for flotation costs, based on the current market 

price at which the bonds are selling. In contrast, because common stockholders 

receive only the residual earnings of the company, there are no fixed contractual 
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1 payments which can be observed. This high degree of uncertainty associated with 
I 

2 the dividends that eventually will be paid greatly complicates the task of estimating 

3 the cost of common equity capital. For purposes of this testimony, I have relied on 

4 several analytical approaches for estimating the cost of common equity. My primary 

5 approach relies on several DCF analyses. In addition, I have conducted Risk 

6 Premium and Alternative Equity Investment analyses in order to establish 

7 benchmarks for a reasonable rate of return. Each of these approaches are described 

8 later in this testimony. 

Cost of Debt 

10 Q10. What debt cost rates have you used for Montana-Dakota? 

11 A. Calculation of the overall cost of long-term debt and the effective cost of 

12 each of the long-term debt issues is shown in the Prepared Direct Testimony of 

13 Craig Keller, Vice President, Controller and Chief Accounting Officer for 

14 Montana-Dakota. 

15 Q11. What cost of preferred stock did you use? 

16 A. Montana-Dakota's annual cost of preferred stock is 4.618 percent, as 

17 shown also in the Prepared Direct Testimony of Craig Keller. 

Interest Rates and the Economy 

19 Q12. What are the general economic factors that affect the cost of capital? 

20 A. Investors are often influenced by their perceptions of the economy and both 

2 1 short- and long-term trends. Page 1 of Schedule 1 of Exhibit N o . ( J S G - 2 )  shows 

( 22 various general economic statistics. The economy has had a record of persistent 
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growth during the past thrty years, with only temporary recessionary periods. Real 

growth in the Gross Domestic Product ("GDP") has averaged 3.1 percent annually 

during the past 30 years, 3.4 percent for the past 20 years and 3.4 percent for the past 

ten years. After growing slowly during 2001 and the first half of 2002, the economy 

has been growing at above average rates recently. For example, the U.S. GDP grew 

at an annual rate of 8.2 percent during the third quarter of 2003, a rate of 4.1 percent 

during the fourth quarter of 2003, and a rate of 4.2 percent during the fist quarter of 

2004. Stock prices in general have declined somewhat in recent months. During the 

past three years there has been a marked increase in the perceived risk of common 

equity investments in general, and also an increase in the perceived risk of energy 

and utility-related investments in particular. 

Investors also are influenced by the level of inflation, which has been 

persistent in the past. During the past decade, the Consumer Price Index has 

increased at an average annual rate of 2.5 percent and the GDP Implicit Price 

Deflator, a measure of price changes for all goods produced in the United States, has 

increased at an average rate of 1.9 percent. In the first quarter of 2004, the 

Consumer Price Index showed a rate of inflation of 3.2 percent; indicating that 

inflation may be an increasingly important factor in the economy. 

Companies attempting to attract common equity must compete with a 

variety of alternative investments. Prevailing interest rates provide a standard 

measure of returns currently available on less risky securities. As Page 2 of 

Schedule 1 of Exhibit No. ( J S G - 2 )  shows, long-term interest rates have 

declined by 100 to 200 basis points during the past two years. The recent yields 
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1 on A-rated public utility bonds have been approximately 6.3 percent and the 

2 yields on Baa-rated public utility bonds have been approximately 6.4 percent. 

3 

4 Discounted Cash Flow ('QCF") Method 

5 Q13. Please describe the DCF method of estimating the cost of common equity 

6 capital. 

7 A. The DCF method reflects the assumption that the market price of a share of 

8 stock represents the discounted present value of the stream of all future dividends 

9 that investors expect the f5-m to pay. The DCF method suggests that investors in 

10 common stocks expect to realize returns fiom two sources: a current dividend yield, 

11 plus expected growth in the value of their shares as a result of future dividend 

12 increases. Estimating the cost of capital with the DCF method therefore is a matter 

of calculating the current dividend yield and estimating the long-term future growth 

rate in dividends that investors reasonably expect fi-om a company. 

The dividend yield portion of the DCF method utihzes readily-available 

information regarding stock prices and dividends. The market price of a firm's stock 

reflects investors' assessments of risks and potential earnings as well as their 

assessments of alternative opportunities in the competitive financial markets. By 

using the market price to calculate the dividend yield, the DCF method implicitly 

recognizes investors' market assessments and alternatives. However, the other 

component of the DCF formula, investors' expectations regarding the future long-run 

growth rate of dividends, is not readily apparent fiom stock market data and must be 

23 estimated using informed judgment. 
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1 Q14. What is the appropriate DCF formula to use in this proceeding? 

There can be many different versions of the basic DCF formula, 

depending on the assumptions that are most reasonable regarding the timing of 

future dividend payments. In my opinion, it is most appropriate to use a model 

that is based on the assumptions that dividends are paid quarterly and that the next 

annual dividend increase is a half year away. One version of this quarterly model 

assumes that the next dividend payment will be received in three months, or one 

quarter. This model multiplies the dividend yield by (1 + .75 g). Another version 

assumes that the next dividend payment will be received today. This model 

multiplies the dividend yield by (1 + .5 g). Since, on average, the next dividend 

payment is a half quarter away, the average of the results of these two models is a 

reasonable approximation of the average timing of dividends and dividend 

increases that investors can expect &om companies that pay dividends quarterly 

The average of these two quarterly dividend models is: 

where: K = the cost of capital, or total return that investors expect to 
receive; 

P = the current market price of the stock; 

D = the current annual dividend rate; and 

g = the future annual growth rate that investors expect. 

In my opinion, this is the DCF model that is most appropriate for estimating the 

cost of common equity capital for companies that pay dividends quarterly, such as 

those used in my analysis. 
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Flotation Cost Adiustment 

Does the investor return requirement that is estimated by a DCF analysis 

need to be adjusted for flotation costs in order to estimate the cost of capital? 

Yes. There are significant costs associated with issuing new common 

equity capital and these costs must be considered in determining the cost of capital. 

Schedule 3 of Exhibit No. ( J S G - 2 )  shows a representative sample of flotation 

costs incurred with 34 new common stock issues by natural gas transmission and 

distribution companies between 1992 and 2002. Flotation costs associated with 

these new issues averaged 4.77 percent. This indicates that in order to be able to 

issue new common stock on reasonable terms, without diluting the value of the 

existing stockholders' investment, Montana-Dakota must have an expected return 

that places a value on its equity that is approximately 4.75 percent above book value. 

The cost of common equity capital is therefore the investor return requirement 

multiplied by 1.0475. 

One purpose of a flotation cost adjustment is to compensate common 

equity investors for past flotation costs by recognizing that their real investment in 

the company exceeds the equity portion of the rate base by the amount of past 

flotation costs. For example, the proxy companies generally have incurred flotation 

costs in the past and, thus, the cost of capital invested in these companies is the 

investor return requirement plus an adjustment for flotation costs. A more important 

purpose of a flotation cost adjustment is to establish a return that is sufficient to 

enable a company to attract capital on reasonable terms. Ths fundamental 

requirement of a fair rate of return is analogous to the well-understood basic 
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1 principle that a firm, or an individual, should maintain a good credit rating even 

2 when they do not expect to be borrowing money in the near future. Regardless of 

3 whether a company can confidently predict its need to issue new common stock 

4 several years in advance, it should be in a position to do so on reasonable terms at all 

5 times without ddution of the book value of the existing investors' common equity. 

6 Ths  requires that the flotation cost adjustment be applied to the entire common 

7 equity investment and not just a portion of it. 

8 Q16. Has MDU Resources recently needed to raise additional common equity capital 

9 through a stock offering? 

10 A. In February 2004 MDU Resources raised approximately $5 1 million 

11 through a common stock offering. Due to some cost savings as a result of a recent 

12 bond issue that reduced the cost of an additional underwriting review, the flotation 

13 costs of that issuance were only 4.2 percent. However, my studies inhcate that the 

14 expected costs of a future issue under normal circumstances would be approximately 

15 4.75 percent. 

16 DCF Study of Natural Gas Distribution Companies 

17 417. Would you please describe the overall approach used in your DCF analysis of 

18 Montana-Dakota's cost of common equity? 

19 A. Because Montana-Dakota must compete for capital with many other 

20 potential projects and investments, it is essential that it have an allowed return that 

2 1 matches returns potentially available from other similarly risky investments. The 

22 DCF method provides a good measure of the returns required by investors in the 

23 financial markets. However, the DCF method requires a market price of common 
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1 stock to compute the dividend yield component of the DCF analysis. Since 

2 Montana-Dakota is a division of MDU Resources and does not have publicly-traded 

3 common stock, a direct, market-based DCF analysis of Montana-Dakota's natural 

4 gas distribution operation as a stand-alone company is not possible. Consequently, I 

5 selected a group of natural gas distribution companies with publicly-traded common 

6 stock as a proxy group for purposes of estimating the cost of common equity for 

7 Montana-Dakota's South Dakota natural gas distribution operations. 

8 Q18. How did you select your group of proxy companies? 

9 A. I utilized three criteria in selecting the proxy group. First, a company must 

10 be listed as a natural gas distribution company by Value Line to ensure that retention 

11 growth rate forecasts would be available and that the company is considered to be 

12 primarily a natural gas distribution company. Next, companies with bond ratings 

13 that are below investment grade were eliminated because such companies are not 

14 sufficiently comparable to Montana-Dakota. Finally, those companies for which 

15 Zack's long-term growth rate projections are not available were eliminated. These 

16 criteria produced the group of 10 companies shown on Schedule 2 of Exhibit No. 

17 ( J S  G-2). 

18 Q19. How did you calculate the dividend yields for the companies in your 

19 comparison group? 

20 A. These calculations are shown on page 3 of Schedule 2 of Exhibit No. 

2 1 - (JSG-2). For the price component of the calculation I used the average of the high 

22 and low stock prices experienced by each company during the six month period 

23 from November 2003 to April 2004. The dividend yields were calculated for each 
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1 company by dividing the indicated annual dividend by the average of the stock 

2 prices for each company. These dividend yields can be multiplied by the quarterly 

3 DCF model factor (1 + .625 g) to arrive at the dividend yield component of the DCF 

4 model. 

Q20. Please describe the method you used in estimating the future growth rate that 

investors expect from this group of companies? 

A. I developed three different DCF analyses of the proxy companies based on 

three different growth rate estimation methods. There are many methods that 

reasonably can be employed in formulating a growth rate estimate, but an analyst 

must attempt to ensure that the end result is an estimate that fairly reflects the 

fonvard-looking growth rate that investors expect. 

In the first approach I calculated a DCF rate of return using a combination 

of securities analysts' growth projections and the Value Line retention growth 

forecasts to produce a Second-Stage Retention Growth analysis. As a second 

approach, I conducted a Basic DCF analysis that relied solely on the analysts' 

forecasts for the growth rate component of the model. Finally, my Primary DCF 

uses a variety of sources and analyses to develop an estimate of the composite 

growth rate that investors would expect fiom the sample group of proxy companies. 



Second-Stage Retention Growth Analysis 

How did you use your Second-Stage Retention Growth analysis to estimate 

investors' long-term growth rate expectations for the proxy companies? 

The Second-Stage Retention Growth rate approach combines: (i) estimates 

of long-term growth for each company that are published by various investment 

analysts and (ii) Value Line retention growth forecasts. 

How did you estimate the first stage of expected future growth? 

Among the best sources of information regarding investors' growth rate 

expectations are the long-term earnings growth rate forecasts of investment analysts. 

Zack's is a service that collects estimates by professional investment analysts and 

publishes a summary of the consensus forecasts. I have used the Zack's consensus 

forecasts as the source for analysts' forecasts in my calculations. As shown on 

Exhibit No. - (JSG-2), Schedule 2, page 5, the average of the analysts' long- 

term growth rate estimates for the natural gas distribution proxy companies is 5.1 

percent. 

Would you please describe the second stage, retention growth rate component 

of your analysis? 

In addition to analysts' growth rate forecasts, I have relied upon Value 

Line projections of the retention growth rates that the proxy companies are 

expected to begin maintaining three to five years in the future. Although 

companies may experience extended periods of growth for other reasons, in the 

long-run, growth in earnings and dividends per share depends in part on the amount 

of earnings that are being retained and reinvested in a company. Thus, the primary 
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1 determinants of growth for the proxy companies will be (i) their ability to find and 

2 develop profitable opportunities; (ii) their ability to generate profits that can be 

3 reinvested in order to sustain growth; and, (iii) their willingness and inclination to 

4 reinvest available profits. Expected future retention rates provide a general measure 

5 of these determinants of expected growth, particularly items (ii) and (iii). 

6 Q24. How can a company's earnings retention rate affect its future growth? 

7 A. Retention of earnings causes an increase in the book value per share and, 

8 other factors being equal, increases the amount of earnings that are generated per 

9 share of common stock. The retention growth rate can be estimated by multiplying 

10 the expected retention rate (b) times the rate of return on common equity (r) that a 

11 company is expected to earn in the future. For example, a company that is expected 

12 to earn a return of 15 percent and retain 80 percent of its earnings might be expected 

13 to have a growth rate of 12 percent, computed as follows: 

15 On the other hand, another company that is also expected to earn 15 percent but only 

16 retains 20 percent of its earnings might be expected to have a growth rate of 3 

17 percent, computed as follows: 

18 .20 x 15% = 3% 

19 Thus, the rate of growth in a firm's book value per share is primarily determined by 

2 0 the level of earnings and the proportion of earnings retained in the company. 
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1 425. How did you calculate the expected future retention rates of the proxy 

companies? 

For most companies, Value Line publishes forecasts of data that can be 

used to estimate the retention rates that its analysts expect individual companies to 

have 3-5 years in the future. Since these retention rates are projected for several 

years in the future they should be indicative of a normal expectation for a primary 

underlying determinant of growth that would be sustainable indehtely beyond the 

period covered by analysts' forecasts. While companies may have either 

accelerating or decelerating growth rates for extended periods of time, the retention 

growth rates expected to be in effect 3-5 years in the future generally represent a 

minimum "cruising speed" that companies can be expected to maintain indefinitely. 

The derivation of Value Line's retention growth rate forecasts for each of the proxy 

13 companies is shown on page 4 of Schedule 2 of Exhibit No. (JSG-2). The 

14 projected earnings per share and projected dividends per share can be used to 

15 calculate the percentage of earnings per share that are being retained and reinvested 

16 in the company. This earnings retention rate is multiplied times the projected return 

17 on common equity to arrive at the projected retention growth rate. The average 

18 retention growth rate for the proxy companies is 5.5 percent. 

19 426. How did you utilize the projected earnings retention rates in estimating 

20 expected growth for the proxy companies? 

21 A. As shown on page 5 of Schedule 2 of Exhibit No. (JSG -2), I calculated 

22 a weighted average of the analysts' projected growth rates and the projected 

23 retention growth rates to derive long-term growth rate estimates for each of the 



Exhibit N o . ( J S G - 1 )  

1 proxy companies. In these calculations, I gave a two-thirds weighting to the 

2 analysts' growth rate projections to reflect the fact that analysts are attempting to 

3 evaluate all sources of growth and not just growth that is expected to result fiom 

4 retained earnings. This weighting also reflects the fact that the analysts' long-term 

5 growth forecasts can be expected to prevail for a relatively long period of time in the 

6 future. This two-thirds weighting for analysts' forecasts is the same weighting 

7 that the FERC used in Opinion No. 414-A for setting the allowed return on equity 

8 for natural gas pipeline companies. Trarzscontinental Gas Pipeline Co., 80 FERC 

9 (n 61,084 (1998). The average of the weighted average growth rates for the proxy 

10 companies is 5.2 percent and the median is 4.9 percent. 

11 Q27. How did you utilize these Second-Stage Retention Growth rate estimates in 

12 estimating the return on common equity capital that investors require from 

13 the proxy companies? 

14 A. The dividend yield for each company shown on page 3 of Schedule 2 of 

15 Exhibit N o . ( J S G - 2 )  is multiplied times the quarterly dividend adjustment factor 

16 (1 + .625g) and tlus product is added to the growth rate estimate to arrive at the 

17 investor-required return. Finally, the investor return requirement is multiplied times 

18 the flotation cost adjustment factor, 1.0475 to arrive at the cost of common equity 

19 capital for the proxy companies. These calculations are shown on page 6 of 

20 Schedule 2 of Exhibit No . ( JSG-2) .  This Second-Stage Retention Growth DCF 

21 analysis indicates that the cost of common equity capital for the natural gas 

22 distribution proxy companies is in a range between 8.9 percent and 12.0 percent. 
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The median for the group is 9.8 percent and the average for the group is 10.0 

percent. 

3 Basic DCF Analysis 

4 428. What approach did you use in conducting a Basic DCF analysis? 

5 A. This analysis is conducted in substantially the same manner as the Second- 

6 Stage Retention Growth Rate analysis. However, the growth rate component of the 

7 analysis is based solely on the analysts' forecasts for each company and the retention 

8 growth rate component is omitted fiom the analysis. Ths Basic DCF analysis 

9 recognizes that the consensus of analysts' forecasts reflects the most important 

10 component of investors' growth rate expectations and it assumes that the analysts' 

11 forecasts incorporate all information required to estimate a long-term expected 

I 

12 growth rate for a company. 

13 Q29. How did you calculate the cost of capital using the Basic DCF analysis? 

14 A. These calculations are shown on page 7 of Schedule 2 of Exhibit 

15 No . ( JSG-2) .  Again, the annual dividend yield is multiplied times the quarterly 

16 dividend adjustment factor (1 + .625g) and this product is added to the growth rate 

17 estimate to arrive at the investor-required return. Then, the investor return 

18 requirement is multiplied times the flotation cost adjustment factor, 1.0475, to arrive 

19 at the Basic DCF estimate of the cost of common equity capital for the proxy 

2 0 companies. The Basic DCF analysis indicates a median cost of common equity for 

2 1 the proxy companies of 9.8 percent and an average cost of 9.9 percent. 
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Primary DCF Analysis 

2 Q30. Would you please describe your Primary DCF analysis? 

3 A. My primary DCF approach refines the growth rate estimates to reflect my 

4 analysis of the appropriate range of growth rate expectations that are implicit in the 

5 stock prices and dividend yields of this group. As the following analysis indicates, 

6 my primary analysis indicates a DCF required rate of return that is quite close to the 

7 level that is indicated by both the Second-Stage Retention Growth DCF analysis and 

8 the Basic DCF analysis. 

9 Q31. In your opinion, what are the factors that will affect growth rates for the 

10 proxy companies in the future? 

11 A. One important factor will be growth in the overall economy. Page 1 of 

12 Schedule 1 of Exhibit N o . ( J S G - 2 )  shows that the United States Gross Domestic 

Product has grown at an average annual rate of 7.1 percent during the past 30 years. 

During the past decade U.S. GDP growth has averaged 5.2 percent. It is reasonable 

to expect that long-term future growth in the economy generally will be comparable 

to past growth rates. For example, DRI-WEFA forecasts that the U.S. GDP will 

grow at a rate of approximately 5.9 percent over the long-term. 

Another factor will be demand for natural gas. Natural gas usage has been 

increasing in recent years and many analysts are expecting demand to increase 

steadily during the next decade and beyond. For example, the Energy Information 

Admmistration of the U.S. Department of Energy forecasts that gas consumption in 

the United States will grow fiom its current level of approximately 23 Tcf per year 

to approximately 34 Tcf per year in 2020. Steady increases in demand for gas 
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distribution services of the proxy companies should be fueled by the availability of 

domestic and imported supplies and the superior environmental characteristics of 

natural gas that should allow it to achieve a greater market share relative to other 

fuels. Whde the real gas distribution capacity of the proxy companies is expected to 

increase, additional growth will occur because the amount of investment required 

will increase in nominal dollars. In other words, the effects of inflation needs to be 

added to the real growth rate in the industry to get a measure of likely growth in 

investment and earnings. 

In my opinion, investors reasonably expect the nine companies in this 

comparison group to grow at a rate that is somewhere in the range of 4.75 percent to 

6.25 percent. Based on the average growth rate of approximately 5.6 percent 

currently projected by investment analysts, as well as the 5.9 percent growth rate in 

the economy, increasing demands for natural gas, and my review of these 

companies, I consider this growth rate range to be a reasonable estimate of the future 

growth expectations that are implicit in current dividend yields. This growth rate 

range is also consistent with the retention growth rates projected for these companies 

and their ability to grow by means other than retained earnings. 

18 Q32. What does your primary DCF analysis indicate with regard to investors' 

19 current market rate of return requirements? 

20 A. Page 8 of Schedule 2 of Exhibit No. ( J S G - 2 )  shows the calculation of 

2 1 the cost of capital based on my primary DCF growth rate estimates. The dwidend 

22 yield used in this analysis is the average dividend yield for the natural gas 

23 distribution proxy companies that is developed on page 3 of Schedule 2. This 



Exhibit N o . ( J S G -  1) 

1 market-based primary DCF analysis indicates that the cost of capital for the proxy 

2 companies is approximately in the range of 9.5 percent to 1 1.1 percent. 

Risk Premium Analyses 

Have you conducted additional analyses in determining the cost of capital to 

Montana-Dakota? 

Yes. The risk premium approach provides a general guideline for 

determining the level of returns that investors expect fiom an investment in common 

stocks. Investments in the common stocks of companies carry considerably greater 

risk than investments in bonds of those companies since common stockholders 

receive only the residual income that is left after the bondholders have been paid. In 

addition, in the event of bankruptcy or liquidation of the company, the stockholders' 

claims on the assets of a company are subordinated to the claims of bondholders. 

This superior standmg provides bondholders with greater assurances that they will 

receive the return on investment that they expect and that they will receive a return 

of their investment when the bonds mature. Accompanying the greater risk 

associated with common stocks is a requirement by investors that they can expect to 

earn, on average, a return that is greater than the return they could earn by investing 

in less risky bonds. Thus, the risk premium approach estimates the return investors 

require kom common stocks by utilizing current market information that is readily 

available in bond yields and adding to those yields a premium for the added risk of 

investing in common stocks. 

Investors' expectations for the future are influenced to a large extent by 

their knowledge of past experience. Ibbotson Associates annually publishes 
. 
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extensive data regarding the returns that have been earned on stocks, bonds and U.S. 

Treasury bills since 1926. Historically, the annual returns on large company 

common stocks have exceeded the yields on Long-Term U.S. Government Bonds by 

an average of 640 basis points (6.4 percent). However, the returns on relatively 

small company stocks in the size range of Montana-Dakota's natural gas distribution 

operations have been 1,130 basis points (1 1.3 percent) above the yields on long-term 

government bonds. As shown on page 1 of Schedule 2 of Exlubit No. - (JSG-2), 

Montana-Dakota is a fiaction of the size of any of the proxy companies. In recent 

months, the yield on long-term U.S. Government bonds has been approximately 5.1 

percent. Adding a 6.4 percent premium to a yield of 5.1 percent indicates that 

investors in large company common stocks expect a return of at least 1 1.5 percent. 

Adding the 11.3 percent premium for companies in Montana-Dakota's size range 

suggests a required return of 16.4 percent. 

Another risk premium approach is to examine the long-term premium of 

large company common stock returns as compared with returns on corporate bonds. 

This premium has averaged 600 basis points (6.0 percent) annually over a long 

period of time in the past. When this premium is added to the 6.2 percent yield on 

Mergent corporate bonds that has prevailed in recent months, the result is an investor 

return requirement for large company stocks of 12.2 percent. However, over the 

long term companies in Montana-Dakota's size range have had a premium of 1,090 

basis points (10.9 percent) over the average returns on long-term corporate bonds. 

When added to the recent average corporate bond yields, this size-related premium 

suggests an expected return of 17.1 percent. 
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1 Alternative Equity Investment Analvsis 

434. Have you analyzed the returns available on common equity investments in 

other industries? 

A. Yes. When investors consider whether to invest their h d s  in a particular 

company or line of business, they evaluate the returns potentially available ii-om 

other companies. This process whereby projects and companies compete for scarce 

equity capital ensures that capital resources are deployed efficiently. As a result, 

regulated natural gas distribution operations must bid against other companies and 

other possible projects within the same company for equity capital by offering 

potential returns that investors find attractive relative to the risks involved. 

11 435. What level of returns are potentially available to unregulated companies? 

12 A. The potential returns are often considerably above 20 percent and the 

average returns for broad-based, diversified portfolios have averaged 20.0 percent or 

more in recent years. For purposes of comparison with allowed returns for regulated 

natwal gas distribution operations, a better indicator of earnings on alternative equity 

investments is provided by data on 746 industrial, retail and transportation 

companies published by The Value Line Investment Suwey. Excluding 

extraordinary and non-recurring items, the average returns on the original cost book 

value of common equity for these companies in recent years has been: 

5-year Average 28.55% 



Exhibit N o . ( J S G - 1 )  

Is it appropriate to set the allowed rate of return for a natural gas 

distribution company equal to the average return available to industrial 

companies? 

The average return for industrials serves as a useful indicator of the cost of 

capital because natural gas distribution companies must offer potential returns that 

are competitive with other investments in order to attract capital. It is important to 

remember that an industrial company has an opportunity to earn returns far in excess 

of 20 percent. In fact, the average company has earned normal returns on the book 

value of equity well in excess of 20 percent in recent years. This average reflects 

many companies that experienced enormous losses as well as those with large 

returns. 

Similarly, when a regulator sets an allowed return it is providing only an 

opportunity to earn that return. In exceptionally good times a regulated company 

might earn slightly more than this amount, but it might earn substantially less than 

the allowed return and, in fact, often does earn less than that amount. Natural gas 

distribution companies generally have risks that are less than those of the average 

large industrial company. Consequently, it would be appropriate to view average 

returns earned by a broad cross-section of industry as being only a general indicator 

for reasonable allowed returns. 

As a benchmark, allowed returns for natural gas distribution companies can 

be compared to returns on book value for large companies. Normal returns have 

averaged 28.6 percent dwing the past five years. As this comparison indicates, an 

allowed return of 1 1 .OO percent for Montana-Dakota would be quite low in 



comparison with the returns earned by other large companies. Consequently, a 

return of this magnitude could potentially be too low for Montana-Dakota's natural 

gas distribution operations to successfUlly compete for capital. 

Relative Risk Analysis 

Have you compared the risks faced by Montana-Dakota's South Dakota 

natural gas distribution operations with the risks faced by the proxy group of 

companies? 

Yes. There are four broad categories of risk that concern investors. These 

include: 

i. Business Risk; 
ii. Regulatory Risk; 

iii. Financial Risk; and, 
iv. Market Risk. 

Would you please describe the business risks inherent in the natural gas 

distribution industry? 

Business risk refers to the ability of the firm to generate revenues that 

exceed its cost of operations. Business risk exists because forecasts of both demand 

and costs are inherently uncertain. Markets change and the level of demand for the 

firm's output may be sufficient to cover its costs at one time and later become 

insufficient. Sunk investments in long-lived natural gas distribution assets, for 

which cost recovery occurs over a period of thxty years or more, are subject to 

enormous uncertainties and risks that demand, costs, supply and competition may 

change in ways that adversely affect the value of the investment. 
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What are some of the business risks faced by Montana-Dakota's South Dakota 

natural gas distribution operations? 

These operations face many of the same risks that are associated with 

other natural gas distribution companies. However, Montana-Dakota's gas 

distribution operation faces some risks that distinguish it fiom many other 

distribution companies. 

As shown on Exhibit No. - (JSG-2), Schedule 2, page 1, Montana- 

Dakota's natural gas distribution operations are considerably smaller than the 

operations of any of the proxy companies and a small fiaction of the size of the 

typical proxy company. For example, Montana-Dakota' s natural gas distribution 

assets are equal to only 7.5 percent of the assets of the median proxy company. 

Similarly, Montana-Dakota's gas distribution operating revenues and operating 

income are only 20.9 percent and 2.1 percent of the level for the median proxy 

company. Thus, depending upon the measure of size, the typical proxy company 

is somewhere between approximately five and 47 times the size of Montana- 

Dakota's natural gas distribution operations. 

With its small revenue base, Montana-Dakota is subject to slightly 

greater risk than a major employer or industry, such as a mining or manufacturing 

operation, might experience a downturn that would significantly affect overall 

employment and income in the areas served. 

Ibbotson Associates has documented the significantly higher returns that 

generally have been associated with small companies. On a practical level, 

Montana-Dakota's relatively small natural gas distribution operations are heavily 
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1 dependent upon a relatively undiversified local economy. Factors that negatively 

2 influence the local economy can reduce demand for Montana-Dakota's gas 

3 distribution services and adversely impact investments in facilities used to provide 

4 those services. 

5 In addition, the threat of bypass is more significant for a smaller 

6 company and the threat is especially great for a company such as Montana-Dakota 

7 that is located near a gas production area. Montana-Dakota also faces direct 

8 competition from propane and heating oil for new and existing load in its South 

9 Dakota service territory. Another risk faced by Montana-Dakota is the fact that it 

10 recovers a substantial portion of its fixed costs in the volumetric component of its 

11 rates. 

12 Considering only its smaller size, Montana-Dakota might require a return 

13 that is more than 100 basis points higher than the return required for the typical 

14 proxy company. 

15 Q40. What are the regulatory risks faced by Montana-Dakota's South Dakota utility 

16 operations? 

17 A. Regulatory risk is closely related to business risk and might be 

18 considered just another aspect of business risk. To the extent that the market 

19 demand for a natural gas distribution company's services is sufficiently strong 

2 0 that the company could conceivably recover all of its costs, regulators may 

2 1 nevertheless set the rates at a level that will not allow full cost recovery. In effect, 

22 the binding constraint on utilities is often posed by regulation rather than by the 

23 working of market forces. One purpose of regulation is to provide a substitute for 
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competition where markets are not workably competitive. As such, regulation 

often attempts to replicate the type of cost discipline and risks that might typically 

be found in highly competitive industries. Moreover, there is the perceived risk 

that regulators may set allowed returns so low as to effectively undermine 

investor confidence and jeopardize the ability of gas distribution utilities to 

finance their operations. Thus, in some instances regulation may substitute for 

competition and in other instances it may limit the potential returns available to 

successful competitors. In either case, regulatory risk is an important 

consideration for investors and has a significant effect on the cost of capital for all 

firms in the natural gas distribution industry. 

In South Dakota, Montana-Dakota's rates are set by using an hstorical 

test year with updates for known and measurable changes generally only to the 

time of intervenor testimony and preparation. Thus, inflation and regulatory lag 

cause Montana-Dakota's rates to be inadequate by the time they go into effect. 

15 This problem of regulatory lag significantly increases Montana-Dakota' s risks in 

16 South Dakota and is particularly serious because inflation is increasing. Thus, in 

17 my opinion, Montana-Dakota's South Dakota natural gas operations should be 

18 considered to have above-average regulatory risk relative to the proxy companies 

19 at this time. 

20 Q41. Would you please describe Montana-Dakota's relative financial risks? 

21 A. Financial risk exists to the extent a company incurs fixed obligations in 

22 financing its operations. These fixed obligations increase the level of income 

23 which must be generated before common stockholders receive any return and 
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serve to magnify the effects of business and regulatory risks. Fixed financial 

obligations also increase the probability of bankruptcy by reducing the company's 

financial flexibility and ability to respond to adverse circumstances. One possible 

indicator of investors' perceptions of relative financial risk in this case might be 

obtained from bond ratings. Page 2 of Schedule 2 of Exhibit No. - (JSG-2) 

shows the bond ratings assigned by Moody's and Standard & Poor's to each of 

the companies in the comparison group and to MDU Resources bonds that are 

secured by the assets of Montana-Dakota Utilities Co. The median bond ratings 

for companies in the proxy group are A for Standard & Poor's and A2 for 

Mergent. In comparison, MDU Resources bonds carry an A- rating with 

Standard & Poor's and an A2 rating with Moody's. This suggests that the 

perceived risk of MDU Resources' bonds is very close to that of the typical 

13 company in the comparison group. Examination of the capital structure data 

14 shown on page 9 of E h b i t  No. - (JSG-2)' Schedule 2 shows that Montana- 

15 Dakota's filed common equity ratio, 49.6 percent, is also close to the median for 

16 the proxy group. This common equity ratio, combined with its bond rating, 

17 suggests average financial risk for Montana-Dakota's South Dakota natural gas 

18 distribution operations. 

19 Q42. Would you please describe Montana-Dakota's market risks? 

20 A. Market risk is associated with the changing value of all investments 

2 1 because of business cycles, inflation and fluctuations in the general cost of capital 

22 throughout the economy. Different companies are subject to different degrees of 

23 market risk largely as a result of differences in their business and financial risks. 
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Because of the substantial similarity in their operations, Montana-Dakota's degree 

of market risk is not significantly different from that of the companies in the 

natural gas distribution comparison group. 

How do the overall risks of the proxy companies compare with the risks faced 

by Montana-Dakota's South Dakota natural gas distribution operations? 

Montana-Dakota faces overall risks that are above average relative to those 

of the proxy companies. Montana-Dakota has above-average business risks due 

primarily to its exceptionally small 'size relative to the proxy companies and its 

exposure to competition and a relatively undiversified economy. Moreover, the 

regulatory lag experienced in its South Dakota operations suggests above average 

risks. However, it has financial risks that are average relative to the proxy 

companies. These factors lead me to conclude that the overall risks of Montana- 

Dakota's natural gas dstribution operations are above average relative to the risks of 

the proxy companies. 

111. SUMMARY AND CONCLUSIONS 

Would you please summarize the results of your cost of capital study? 

Yes. I conducted several DCF analyses on a group of natural gas 

distribution companies that have a range of risks that includes risks roughly 

comparable to those of Montana-Dakota. The results of my various analyses can be 

summarized as follows: 
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Cost of Capital 
MediadAverage Range 

DCF Analyses 

Natural gas distribution Proxies: 
- Second-Stage Retention Growth 
- Basic DCF 
- Primary DCF 

Benchmark Analyses 

Risk Premium Return Based On: 
- US. Treasury Bonds 

v. Large Companies 
v. Small Companies 

- Corporate Bonds 
v. Large Companies 
v. Small Companies 

Alternative Investments 
- Value Line Industrials 

My second-stage retention growth analysis indicates a median cost of 

common equity capital of 9.8 percent and an average cost of 10.0 percent. The 

range for this analysis is 8.9 percent to 12.0 percent. Because projected retention 

growth is sustainable indefinitely and it is directly related to the growth rate 

expectations for an individual company, it is a good indicator of the minimum 

growth rate that a company can maintain in the very long run. However, 

companies can acheve growth through means in addition to retained earnings. 

Consequently, analysts' forecasts provide the best measure of expected growth for 

the foreseeable future. At t h s  time, the average of the analysts' forecasts and the 

retention growth forecasts for the proxy companies are identical. Combining 
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these two measures provides a good estimate of the long-term growth that 

investors can reasonably expect from these proxy companies. 

The Basic DCF analysis, which relies solely on the analysts' forecasts, also 

provides a good estimate of investors' growth rate expectations and required return 

for the proxy companies. This DCF analysis indicates a median required rate of 

return of 9.8 percent and an average rate of return of 9.9 percent. The range of 

results for t h s  analysis is 8.9 percent to 11.3 percent. 

My primary approach has been to analyze a variety of sources of 

information, including investment analysts' forecasts, in order to estimate a 

weighted average annual growth rate that investors reasonably can expect the natural 

gas distribution comparison companies to achieve during a long period of time in the 

future. This primary DCF analysis indicates that the cost of capital for natural gas 

distribution companies with risks comparable to those of Montana-Dakota is in a 

range between 9.5 percent and 1 1.1 percent. The mid-point of this range is 

approximately 10.3 percent. 

My risk premium analyses indicate that my DCF estimates produce a 

premium over corporate bond yields that is below the average long-run risk 

premium available from common stocks. The DCF return estimates provide a 

premium over the return on corporate bonds that is considerably below the 

average premium experienced by companies in Montana-Dakota' s relative size 

range. In addition, my examination of returns available on alternative equity 

investments suggests that my DCF estimates are far below the 28.6 percent 

average normal returns earned by the Value Line Industrials in recent years. 



Exhibit N o . ( J S G -  1) 

1 Q45. What rate of return on common equity do you recommend for Montana- 
I 

2 Dakota in this proceeding? 

3 A. My analyses indicate that an appropriate allowed rate of return on 

4 common equity for Montana-Dakota's South Dakota natural gas distribution 

5 operations at t h s  time would be 11 .OO percent. This recommended return reflects 

6 my assessment that Montana-Dakota's overall risks are above average relative to 

7 the proxy group at this time. 

8 446. Does this conclude your Prepared Direct Testimony? 

9 A. Yes. 
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General Economic Statistics 
1973-2003 

Percentage Price Changes 
Consumer GDP Real Nominal 

Price Implicit Price GDP GDP 
Year Index Deflator Growth (Billions) 

1973 6.2% 5.6% 5.8% 1,385.5 

Average Rate of Change: 11 
1973-2003 4.9% 
1983-2003 3.1% 
1993-2003 2.5% 

11 Nominal GDP growth rates are based on the geometric average rate of 
change in nominal GDP. 

Source: Economic Report of the President, February 2004 and 
Economic Indicators, March 2004. 
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Montana-Dakota Utilities Co. 

Mergent Bond Yield Averages 
May 2002 -April 2004 

Average Public Utility Bonds 
Corporate A-Rated Baa-Rated 

2002 MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

2003 JAN 
FEB 
MAR 
APR 
MAY 
m 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

2004 JAN 6.08 
FEB 6.00 
MAR 5.84 
APR 6.22 

Source: Mergent Bond Record. 



Montana-Dakota Utilities Co. 

Moody's Natural Gas Distribution Companies 
Fiscal Year 2003 Operating Data 

AGL Resources, Inc. 
Atmos Energy Corp. 
Energen Corporation 
KeySpan Corp. 
NICOR, Inc. 
Northwest Natural Gas Co. 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
WGL Resources, Inc. 

Assets 
($000,000) 

$3,978 
$2,5 19 

. . $1,781 
$14,626 

$3,797 
$1,591 
$2,296 
$1,126 
$2,436 

Operating 
Revenues 

($000,000) 

$984 
$2,800 

$842 
$6,915 
$2,663 

$61 1 
$1,221 

$697 
$2,064 

High 
Median 
Low 

Montana-Dakota Gas Distribution 
MDU Resources Group, Inc. 

Montana-Dakota Gas Distribution % of 
- Proxy Company Median 

- MDU Resources Group, Inc. 

Docket No. 
Exhibit N o . ( J S G - 2 )  

Schedule 2 
Page 1 of 9 

Operating 
Income 

($000,000) 

$242 
$188 1/ 
$220 

$1,007 
$171 
$102 
$143 21 

$78 
$228 11 

*Also includes Results for Great Plains Natural Gas Co. 

Data as of 12/31/03 unless otherwise noted. 
11 Data as of 09130103. - 
21 Data as of 10131103. - 

Sources: Zacks.com; Annual Reports and 10-K's. 



AGL Resources, Inc. 
Atmos Energy Corp. 
Energen Corporation 
KeySpan Corp. 
NICOR, Inc. 
Northwest Natural Gas Co. 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
WGL Resources, Inc. 

Median 

Docket No. 
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Schedule 2 
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Montana-Dakota Utilities Co. 

Bond Ratings of 
Selected Natural Gas Distribution Companies 

Standard 
& Poor's Mergent 

A- A3 
A- A3 
A- A1 
A+ A2 
AA Aa3 
A A2 
A A3 
A Baal 

AA- A2 

MDU Resources 

Source: C.A. Turner, Utility Reports, May 2004. 
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Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Dividend Yields 

November 2003 - April 2004 

AGL Resources, Inc. 
Atrnos Energy Corp. 
Energen Corporation 
KeySpan Corp. 
NICOR, Inc. 
Northwest Natural Gas Co. 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
WGL Resources, Inc. 

Average Dividend Yield 

Average 4.20% 

Sources: America Online, May 10,2004 and The Wall Street Journal, May 3,2004. 
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Montana-Dakota Utilities Co. 

Projected Earnings Retention Growth Rates 
for Selected Natural Gas Distribution Companies 

Value Line Forecast 2006-2008 

AGL Resources, Inc. 
Atmos Energy Corp. 
Energen Corporation 
KeySpan Corp. 
NICOR, Inc. 
Northwest Natural Gas Co. 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
WGL Resources, Inc. 

EPS - 
2.35 
2.05 
3.85 
3.40 
2.70 
2.40 
3.05 
3.40 
2.15 

DPS - ROE 
1.12 12.00% 
1.35 9.50% 
0.83 18.00% 
1 .90 12.00% 
2.00 14.50% 
1.45 10.50% 
1 .90 11 SO% 
1.77 10.50% 
1.34 9.50% 

Retention Retention 
Rate - 

52.34% 
34.15% 
78.44% 
44.12% 
25.93% 
39.58% 
37.70% 
47.94% 
37.67% 

Growth 
6.28% 
3.24% 

14.12% 
5.29% 
3.76% 
4.16% 
4.34% 
5.03% 
3.58% 

Average 5.53% 

Source: Value Line, Mar. 19, 2004. 
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Montana-Dakota Utilities Co. 

Second-Stage Retention Growth Rate Estimates 
for Selected Natural Gas Distribution Companies 

213 1 I3 
Zacks 

5-yr Earnings Retention Weighted 
Growth Est. Growth Average 

AGL Resources, Inc. ATG 
Atrnos Energy Corp. AT0 
Energen Corporation EGN 
KeySpan Corp. KSE 
NICOR, Inc. GAS 
Northwest Natural Gas Co. NWN 
Piedmont Natural Gas Co., Inc. PNY 
South Jersey Industries, Inc. SJI 
WGL Resources, Inc. WGL 

Average 

Source: Zacks.com and page 4. 



AGL Resources, Inc. 
Atrnos Energy Corp. 
Energen Corporation 
KeySpan Corp. 
NICOR, Inc. 
Northwest Natural Gas Co. 
Piedmont Natural Gas Co., Inc. 
South Jersey Industries, Inc. 
WGL Resources, Inc. 

Average 
High 
Median 
Low 
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Montana-Dakota Utilities Co. 

Second-Stage Retention Growth DCF Calculation 
for Selected Natural Gas Distribution Companies 

Expected 
Dividend Growth Investor Flotation 

Dividend Yield Times Rate Required Cost Cost of 
Yield (1 + .625g) (g) Return Adjustment Capital 



+ 

B 
5! 
.c, 
ffl z 
A 

E z 

vi 
PI) 

8 
D 
d 
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Montana-Dakota Utilities Co. 

Primary DCF Analysis 
Computation of the Cost of Capital 

for Selected Natural Gas Distribution Companies 

Growth Rate Estimate (g) 

Current Dividend Yield (DP) 
Quarterly Model Dividend Yield 
Factor (1 1- .625 g)  

DCF Dividend Yield Component (Y) 

Investor Required Return (Y + g) 

Flotation Cost Adjustment 

Cost of Capital 

Mid-Point 
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Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Capital Structures as of December 31,2003 

Long-Term Preferred Common Total 
Debt - % Stock - % Equity - % Capital 

(Millions) (Millions) (Millions) 

AGL Resources, Inc. $ 807.8 
Atrnos Energy Corp. $ 873.3 
Energen Corporation $ 562.8 
KeySpan Corp. $ 5,612.9 
NICOR, Inc. $ 495.1 
Northwest Natural Gas Co. $ 500.3 
Piedmont Natural Gas Co., Inc.* $ 462.0 
South Jersey Industries, Inc. $ 314.1 
WGL Holdings, Inc. $ 648.8 

Median 44.60% 0.00% 50.30% 

Sources: Zacks.com. 

*as of 10/31/03 
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Montana-Dakota Utilities Co. 

Common Equity Flotation Costs of 
Natural Gas Distribution/Transrnission Companies 

1992-2002 

Date of 
Issuer Offering 

Bay State Gas Co. 
El Paso Natural Gas Co. 
New Jersey Resources Co. 
Washington Energy Co. 
Equitable Resources 
Brooklyn Union Gas 
S.E. Michigan Gas Enterprises 
Connecticut Energy Corp. 
Mobile Gas Service Corp. 
Northwest Natural Gas 
MCN Corp. 
Piedmont Natural Gas 
Laclede Gas 
United Cities 
Atlanta Gas Light 
WICOR, INC. 
Connecticut Natural Gas 
Delta Natural Gas 
Tejas Gas 
KN Energy 
Cascade Natural Gas 
Energen 
KCS Energy 
Energen 
COHO Energy, Inc., 
Fall River Gas Co. 
Connecticut Energy Corp. 
Roanoke Gas Co. 
KN Energy 
Enron Corp. 
Washington Gas Light 
Laclede Gas 
Semco 
WGL Holdings 
Utilicorp 
MDU Resources Group 

Number of 
Shares 

Issue 
Price 

Net Proceeds 
Per Share 

Financing Costs 
as a Percent of 
Net Proceeds 

Average 1992-2002 4.77% 

Selected Flotation Costs for Cost of Equity 4.75% 

Sources: EBASCO, Analysis of Public Utility Financing and Public Utility Financing Tracker 



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG04-- 

Direct Testimony 
of 

Craig A. Keller, CPA 

1 Q. Would you please state your name, business address and position? 

2 A. Yes. My name is Craig A. Keller and my business address is 400 

3 North Fourth Street, Bismarck, North Dakota 58501. 1 am the Vice 

4 President, Controller and Chief Accounting Officer (CAO) for Montana- 

5 Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources 

6 Group, Inc. 

Would you please describe your duties? 

As Vice President, Controller and Chief Accounting Officer, I am 

responsible for providing the overall direction and management of the 

accounting, information systems, financial forecastinglplanning, 

procurement and purchasing functions, including the analysis and reporting 

of all financial transactions for Montana-Dakota. 

Would you please outline your educational and professional background? 

I graduated from the University of Mary with a Bachelor of Science 

degree in Accounting and obtained a Masters degree in Business 

Administration from the University of Montana. I am a certified public 

accountant and a member of the AlCPA and the North Dakota Society of 

18 Certified Public Accountants. I was employed with Montana-Dakota in 



1986 as an Internal Auditor and during my career with the company have 

held positions of Income Tax Supervisor, Corporate Financial Planning 

Manager, and General Accounting Manager. 

Have you testified in other proceedings before regulatory bodies? 

Yes, I have sponsored testimony before the Public Service 

Commissions of Montana, North Dakota, and Wyoming, and the 

Minnesota and South Dakota Public Utilities Commissions. 

Are you familiar with the territory served by Montana-Dakota and 

the facilities of the Company utilized in providing gas service? 

A. Yes, I am. 

What is the purpose of your testimony in this proceeding? 

I am responsible for presenting Statement A, Statement B, 

Statement C and Statement G. 

Would you describe Statement A, Statement B, Statement C and 

Statement G? 

Statement A, pages I through 4 show Montana-Dakota's balance 

sheet as of December 31,2002 and 2003 as well as March 31,2003 and 

2004. Statement B consists of Montana-Dakota's income statement for 

the twelve months ended December 31,2003 and March 31,2004. 

Statement C reports Montana-Dakota's retained earnings statement as of 

December 31,2003. These statements have been prepared from the 

Company's books and records that are maintained in accordance with the 

Federal Energy Regulatory Commission (FERC) Uniform System of 

2 



Accounts. 

Statement G shows the utility capital structure of Montana-Dakota 

as of December 31, 2003 and the projected average capital structure for 

2004. Statement G also includes the associated costs of debt, preferred 

stock and common equity. This capital structure and the associated costs 

serve as the basis for the overall rate of return requested by Montana- 

Dakota in this rate filing of 9.613%. The basis for the requested 11.00% 

return on common equity contained within the overall requested rate of 

return is supported by the testimony of Dr. J. Stephen Gaske. 

Were these statements and the data contained therein prepared by you or 

under your supervision? 

Yes, they were. 

Are they true to the best of your knowledge and belief? 

Yes, they are. 

Would you please explain Rule 20: 10: l3:72, Statement G? 

Pages I and 2 of Rule 20:10:13:72, Statement G summarizes the 

actual average gas utility capital structure at December 31, 2003 and the 

projected average capital structure and the related utility costs of capital 

for 2004. As shown on page 2, the components of the 2004 projected 

overall annual rate of return, which are used by Ms. Mulkern to calculate 

the revenue requirement, are: 



Weighted 
Cost of Capital 

Long Term Debt 3.932% 

Preferred Stock 0.221 % 

Common Equity 5.460% 

Required Rate of Return 9.61 3% 

The debt costs reflected on Rule 20:10:13:73 Statement G, pages 

I and 2 represent the actual weighted embedded costs of the long-term 

debt at December 31, 2003 and that projected to be outstanding at 

December 31, 2004 and are supported by Rule 20:10:13:73 Statement G, 

pages 3 through 6. In calculating the debt costs the "Yield-to-Maturity" 

method (also referred to as the Internal Rate of Return ("IRR") method) is 

used to determine the total cost for each respective debt issue as 

presented on Rule 20:10:13:73 Schedule G, pages 3 and 4. The yield-to- 

maturity calculation of each debt issue outstanding gives consideration to 

the stated rates of interest being paid on such debt, the timing of the 

interest payments, related issuance expenses, underwriters' commissions 

and indenture revision costs, the discount or premium realized upon 

issuance and the amortization of losses on bond redemption transactions. 

Rule 20:10:13:74, Statement GI pages 1 through 3, supports the 

cost of Montana-Dakota's preferred stock capital, representing the 

weighted cost of the issues at December 31, 2003 and projected to be 



outstanding at December 31,2004. 

Rule 20:10:13:75, Statement G, pages I through 4, supports the 

Company's average utility common equity balance at December 31, 2003, 

and the projected average balance for 2004. 

Q. What does Rule 20:10:13:73, Statement G, pages 1 through 6 support? 

A. Page I is a summary showing the Company's average long-term 

debt at December 31,2003 and average cost of debt. Page 2 shows the 

projected average long-term debt and costs for 2004. Page 3 shows the 

cost and the debt balance by issue at December 31,2003. Page 4 

show's the projected December 2004 balance by issue. As previously 

noted, the cost of debt for 2003 and 2004 is based on the yield to maturity 

of each debt issue outstanding. 

Q. Would you please describe Statement G, Rule 20:10:13:73, pages 5 and 

6 and explain the amortization method utilized? 

A. Pages 5 and 6 show the detail by issue of the annual amortization 

of net discounts (losses) on advance purchases of debt that are 

necessary to meet sinking fund requirements. For this proceeding, the 

amortization has been computed on a straight-line basis over the 

remaining life of the issues, the same calculation as is used by the 

Company for accounting purposes. 

Q. What does Rule 20:10:13:74, Statement G show? 

A. Pages I through 3 present the average preferred stock balances at 

December 31,2003 and the projected average balances for December 

5 



2004. The anticipated weighted average cost of preferred stock is also 

shown. Page 3 sets forth the various preferred stock issues outstanding 

at December 31,2003. 

What does Rule 20:10:13:75, Statement G, pages I through 4 show? 

Pages I and 2 present the common equity balances at December 

31, 2003 and the projected average balances for 2004 including the 

projected changes in the balance. Pages 3 and 4 depict the monthly 

issuance of common stock and associated costs from January 1999 

through December 2003. 

What does Rule 20:10:13:76, Statement G, Schedule G-1, page 1 show? 

Page I indicates that, during the five-year period preceding 

December 31, 2003, MDU Resources Group, Inc. issued 37.9 million 

additional shares of common stock in connection with a three-for-two 

stock split. Also during that period, the number of authorized shares of 

common stock was increased from 75 million at a par value of $3.33 to 

150 million with a par value of $1.00. 

Would you please describe Rule 20:10:13:77, Statement G, Schedule 

G-2? 

This schedule presents various financial and market data relative to 

the Company's common stock for the years 1999 through 2003 and for 

each month of the twelve month period ended December 31, 2003. 

Would you please describe Rule 20:10:13:78, Statement G, Schedule 

G-3? 

6 



I A. This schedule shows the reacquisition activity for bonds and a 
I 

2 summary of scheduled retirements of preferred stock for the 5 years 

3 ended December 31,2003. 

4 Q. Does this conclude your direct testimony? 

5 A. Yes, it does. 



MONTANA-DAKOTA UTILITIES CO. 

A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG04-- 

Direct Testimony 
of 

Rita A. Mulkern 

Would you please state your name and business address? 

Yes. My name is Rita A. Mulkern and my business address is 400 

North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Regulatory Analysis Manager of Montana-Dakota Utilities 

Co. (Montana-Dakota), a Division of MDU Resources Group, Inc. 

Would you please describe your duties as Regulatory Analysis Manager? 

I am responsible for the preparation of cost of service studies, fuel 

cost adjustments, purchased gas cost adjustments and gas tracking 

adjustments in each of the jurisdictions in which Montana-Dakota 

operates. 

Would you please describe your education and professional background? 

I graduated from North Dakota State University in 1981 with a 

Bachelor of Arts degree with majors in Economics and Business 

Administration and a minor in Statistics. I joined Montana-Dakota in July 

1981 as a Regulatory Statistician, became Cost of Service Supervisor in 

1986 and assumed my current position in 1999. 



Have you testified in other proceedings before regulatory bodies? 

Yes, I have presented testimony before the Public Service 

Commissions of Montana, North Dakota, and Wyoming and the Minnesota 

and South Dakota Public Utilities Commissions. 

Are you familiar with the books and records of Montana-Dakota and the 

manner in which they are kept? 

Yes. Montana-Dakota's books and records are kept in accordance 

with the Federal Energy Regulatory Commission (FERC) Uniform System 

of Accounts. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present the per books cost of 

service for the twelve months ended December 31,2003, the pro forma 

cost of service reflecting known and measurable adjustments that will 

occur by December 2004 and the calculation of the revenue deficiency. 

What statements, schedules and exhibits are you sponsoring? 

I am sponsoring Statements D through F, Statements H through M, 

Statements P through R and Exhibit N o . ( R A M - 1 ) .  

What were the results of South Dakota gas operations for the twelve 

months ended December 31,2003? 

Statement M, pages I and 2 show the per books income statement 

and rate base for total Company and South Dakota gas operations. As 

shown on page 1, South Dakota gas operations had a return on rate base 

of 4.1 80 percent for the twelve months ended December 31,2003. The 

details for each line item, i.e. sales revenue, other revenue, etc., are 



included in the applicable Statement. Pages 3 through 5 list the pro forma 

adjustments to operating revenues, expenses and rate base. All 

adjustments were calculated on either a South Dakota specific basis or on 

a total Company basis and allocated to South Dakota, as indicated on the 

statement or schedule detailing each adjustment. 

How was the per books cost of service allocated to South Dakota? 

The Company utilizes a jurisdictional accounting system that 

directly assigns and/or allocates every item of revenue, expense and rate 

base to the jurisdictions as part of the regular accounting process on a 

monthly basis. The allocation methods and procedures are the same as 

have previously been used in Commission proceedings and are based on 

the principle of assigning andlor allocating costs to the cost causer. 

What criteria were used to determine the pro forma adjustments? 

The pro forma adjustments to operating revenue, expenses and 

rate base were based on known and measurable changes occurring by 

December 31,2004 and are listed on pages 3 through 5 of Statement M. 

All of these adjustments are reasonably certain to occur and can be 

measured with reasonable accuracy, thus meeting the criteria of known 

and measurable. 

What adjustments were made to operating revenues? 

The adjustments to operating revenues are contained in Statement 

I. Adjustment No. I restates the per books consumption at current rates, 

using the gas costs effective June 1, 2004 adjusted to reflect an annual 



gas cost for 2004, exclusive of the surcharge adjustment, and eliminates 

the unbilled revenue, increasing revenue by $9,959,291. 

Adjustment No. 2 increases revenues by $1,752,580 to reflect the 

effect of normal weather on sales and transportation volumes. 

Adjustment No. 3 is an increase to revenues of $603,717 to reflect 

the annualization of firm customers to the December 2003 level. 

Adjustment No. 4 is an increase of $1 ,I 84,248 to reflect, on a net 

basis, the average increase in residential and firm general service 

customers occurring by December 31, 2004, and lower interruptible sales 

and transportation volumes. 

Adjustment No. 5 includes the late payment revenue of $47,709. 

What adjustments were made to operation and maintenance (O&M) 

expenses? 

The adjustments to operation and maintenance expenses are 

contained in Statement H. Pages 1 and 2 of Statement H, Schedule H-I 

summarize the O&M expenses, with the details provided on pages 3 

through 19. 

Adjustment No. 6, shown on page 3, adjusts the cost of gas to 

reflect the pro forma dk sales and an annual 2004 gas cost level, which 

was derived by calculating annual demand charges and commodity cost of 

gas and applying those costs to the June 2004 billing determinants. The 

distribution loss factor of I .I2 percent represents the current loss factor. 

Adjustment No. 7, relating to labor expense, was developed by 

applying the percentage increase in total Company labor costs to the per 



books South Dakota labor expense. The pro forma labor costs were 

based on 2004 payroll adjusted to reflect a three year average (2002- 

2004) level of commissions and bonuses. 

Adjustment No. 8 to benefits shows an increase of $546,843. 

Benefits expense consists of medicalldental insurance, pension expense, 

the Supplemental Income Security Plan (SISP), 401 K, post-retirement, 

workers compensation and other benefits. Each of these items, excluding 

the other benefits, was adjusted individually by using the 2004 budgeted 

amounts and applying the percentage increase to each type of benefit. Mr. 

Conley discusses the inclusion of the SISP expense in his testimony. 

Adjustment No. 9 reflects insurance expense at current levels for 

2004 and is a decrease of $44,184. 

Adjustment No. 10 is shown on page 7 and is an increase of 

$24,685. Contract labor and consulting expense was reviewed by 

function, with distribution related expenses increasing 15.59 percent and 

the gas supply, customer accounting, sales and A&G functions decreasing 

by 11.05 percent in 2004. The increase in contract labor in the distribution 

function reflects the increase in expense associated with the services 

performed by outside parties, such as the costs of line locating, parking 

lot, and building and grounds maintenance, with the decrease in the other 

functions related to expenses incurred in 2003 that are not projected to 

recur in 2004. 

Adjustment No. 11 is to vehicles and work equipment expense and 

is calculated based on the pro forma plant and the proposed depreciation 



rates in Statement J. The depreciation expense on these items is not 

charged to depreciation expense but rather is charged to a clearing 

account where it is then charged to O&M expense as the vehicles or work 

equipment is used. 

Adjustment No. 12 to postage expense is a decrease of $4,692 in 

2004 due to higher than normal expenses in 2003. 

Adjustment No. 13 reflects a $362 increase in telephone expense. 

There were some expense items incurred in 2003 that are not projected to 

occur in 2004, resulting in expense for 2004 that is relatively flat. 

Adjustment No. 14 reflects a decrease in Office Supplies of 

$1 5,167. There were some expenses in this category in 2003 that are not 

projected to recur in 2004. 

Adjustment No. 15 adjusts Company consumption and is the 

expense for electric and natural gas consumption in Company buildings. 

The electric component is projected to remain flat. The natural gas 

component is expected to increase $6,972 based on the increase in 

normalized revenues. 

Adjustment No. 16 is to uncollectible accounts and is based on the 

five year average of net write-offs to pro forma sales and transportation 

revenues, which results in an increase in uncollectible accounts of 

$69,359. 

Adjustment No. 17 reflects an increase in computer rental for the 

addition of a new server for the Company's geographic information system 

(GIs). 



Adjustment No. 18 reflects the pro forma level of industry dues and 

is a decrease of $1 8,359. Statement HI page 15 shows those dues that 

are directly assigned or allocated to South Dakota. 

Advertising is shown on page 16. Pursuant to past Commission 

policy, general promotional advertising expense has been eliminated. 

Would you explain why you are including institutional advertising 

expenses? 

Montana-Dakota is seeking to include institutional advertising that 

we believe benefits customers and serves the public interest. As a 

corporate citizen, Montana-Dakota needs to be active in the communities 

that it serves. Montana-Dakota's motto is "In the community to serve" and 

one of the ways of being a strong community member is to advertise our 

company and what we do for the communities. Our communities expect 

nothing less and advertising in the local newspapers, on television, in 

school yearbooks, programs, etc., is a necessary part of being active in 

the community. This advertising benefits the community and the 

customers in that community, thus serving the public interest. 

Would you please continue with your explanation of adjustments to 

operation and maintenance expenses? 

Adjustment No. 20 to rate case expense reflects the expenses to 

be incurred in this case plus the unamortized expense from Docket No. 

NG02-011, amortized over a three-year period. The adjustment is an 

increase of $1 54,437. 



Adjustment No. 21 shows the South Dakota portion of expenses 

associated with the cost of performing a depreciation study for the gas and 

common property, amortized over a five year period and is an increase of 

$3,050. 

The items adjusted individually above represent approximately 90 

percent of total South Dakota gas 0&M, as shown on page 19. The 

remaining items, which make up approximately 10 percent of other O&M, 

are assumed to remain flat. 

What adjustments were made to depreciation expense? 

The adjustment to depreciation expense is contained in Statement 

J. Adjustment No. 22 restates annual depreciation expense to the 

average pro forma level of plant in service, with proposed depreciation 

rates based on a depreciation study performed by AUS Consultants using 

plant balances as of December 31, 2001. The proposed depreciation 

rates are included on Statement J, pages 4 through 7. 

What adjustments were made to taxes other than income? 

The adjustments to taxes other than income are contained in 

Statement L. Adjustment No. 23 restates ad valorem taxes to the pro 

forma level of plant in service based on the 2003 ratio of ad valorem taxes 

to plant and is an increase of $25,924. 

Adjustment No. 24 to payroll taxes is an increase of $25,346 based 

on the ratio of payroll taxes to labor expense for 2003 applied to pro forma 

labor expense. 



Adjustment No. 25 restates the South Dakota Gross Receipts Taz 

to the pro forma level of revenue and is an increase of $40,315. 

What adjustments were made to income taxes? 

The adjustments to income taxes are contained in Statement K. 

Adjustment No. 26, shown on page 7, is to interest expense, which is 

deductible for tax purposes. Interest expense is calculated on the pro 

forma rate base using the weighted cost of long-term debt and debt ratio 

from Statement G. The resulting interest expense is a decrease of 

$60,189 from the per books level. 

Adjustment No. 27 calculates the tax depreciation and deferred 

taxes on the pro forma plant additions and is shown on page 8. 

Adjustment No. 28 calculates the current income tax expense on all 

of the pro forma adjustments to operating revenues and expenses on 

page 9. 

Adjustment No. 29 eliminates the closinglfiling and reserve 

adjustments in the current income tax accrual and in the deferred taxes. 

This adjustment adjusts current and deferred income taxes to the 

calculated amount for South Dakota and conforms to past Commission 

practices. 

What adjustments were made to rate base? 

The pro forma rate base reflects known and measurable 

adjustments that will occur twelve months beyond 2003. The resulting 

rate base is stated on an average basis. The pro forma adjustments to 

rate base are summarized on Statement M, page 5. Adjustment A is the 



known and measurable plant additions that will be in service by December 

31, 2004. These additions are shown on Statement Dl Schedule D-2, 

pages 3 and 4. 

Adjustment B, shown in Statement E, increases the average 

reserve for depreciation on the per books plant by $1,313,495 to restate 

the reserve to the average pro forma level in order to match the average 

pro forma plant levels. 

The working capital adjustments are included in Statement F. 

Adjustment C is a decrease of $5,151 to restate materials and supplies to 

a thirteen-month average balance. 

Adjustment D restates the prepaid insurance expense to a thirteen- 

month average balance for 2004 and is an increase of $63,192. 

Adjustment E reflects the inclusion of the unamortized FAS I06  

balance. 

Adjustment F, shown on Statement K, page 8, is the increase to 

deferred taxes to extend the average accumulated deferred tax balance to 

match the pro forma plant and accumulated reserve. 

Adjustment G, shown on Statement K, page 15; is the decrease to 

deferred taxes to reflect the amortization of the full normalization.for 2004. 

Adjustment H is the decrease to accumulated investment tax 

credits (ITCs) to extend the average ITC balances to match the pro forma 

plant and accumulated reserve. 

Adjustment I restates customer advances for construction to 

eliminate taxes included in the balance and to reflect a thirteen-month 



average balance and is a decrease of $17,666 as shown on Statement F, 

Schedule F-I , page 5. 

These are all of the pro forma adjustments to revenue, expense 

and rate base. 

What does Exhibit No. (RAM-I ) show? 

Exhibit No. (RAM-I), which is identical to Statement M, pages 

6 through 8, shows the calculation of the revenue deficiency of $1,282,133 

based on the pro forma operating income and rate base and using the 

overall rate of return of 9.613 percent from Statement G, page 2. 

Does this complete your direct testimony? 

Yes, it does. 



Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

DOCKET NO. 
EXHIBIT NO. (RAM -1 ) 
PAGE 1 OF 3 

MONTANA-DAKOTA UTILITIES CO. 
INCOME STATEMENT 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

PRO FORMA 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 
Total O&M 

Depreciation 
Taxes Other Than lncome 
Current lncome Taxes 
Deferred Income Taxes 
Total Expenses 

Operating lncome 

Average Rate Base 

Per Books 
Pro Forma 

Adjustments Pro Forma 

$1 3,538,238 $57,739,872 
(38,401) 324,785 
47,709 264,330 

13,547,546 58,328,987 

Rate of Return 



DOCKET NO. 
EXHIBIT NO. (RAM-? 
PAGE 2 OF 3 

MONTANA-DAKOTA UTILITIES CO. 
AVERAGE RATE BASE 

GAS UTILITY - SOUTH DAKOTA 
TWELVE MONTHS ENDED DECEMBER 31,2003 

PRO FORMA 

Pro Forma 

Gas Plant in Service 
Accumulated Reserve for Depreciation 

Net Gas Plant in Service 

CWlP in Service Pending Reclassification 
Total Gas Plant in Service 

Additions 
Materials and Supplies 
Prepayments 
Unamortized FAS 106 
Total Additions 

Total Before Deductions 

Deductions 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credits 
Customer Advances 
Total Deductions 

Total Rate Base 

2003 Adjustments Pro Forma 
$43,755,476 $2,505,580 $46,261,056 



MONTANA-DAKOTA UTILITIES CO. 
PROJECTED OPERATING INCOME AND RATE OF RETURN 

REFLECTING ADDITIONAL REVENUE REQUIREMENTS 
GAS UTILITY - SOUTH DAKOTA 

Before 
Additional 
Revenue 

Requirements Requirements 

Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 

Total 0&M 
Depreciation 
Taxes Other Than Income 
Current Income Taxes 
Deferred Income Taxes 

Total Expenses 

Operating Income 

Rate Base 

Rate of  Return 

DOCKET NO. 
EXHIBIT NO. (RAM- 
PAGE 3 OF 3 

Reflecting 
Additional 
Revenue 

I/ Reflects taxes at 35% after deducting South Dakota Gross Receipts of .15%. 
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DIRECT TESTIMONY OF 

PAUL W. CONLEY 

INTRODUCTION 

Q. Please state your name and business address. 

A. My name is Paul W. Conley. I am employed by Towers Perrin at 8000 

Norman Center Drive, Suite 1200, Minneapolis, Minnesota 55437-1 097. 

Q. Please describe your education and professional background. 

A. I am a Principal at Towers Perrin and am the leader of the Executive 

Compensation practice in Towers Perrin's Minneapolis office. I have been 

with Towers Perrin for eight years. I received an undergraduate degree 

from the St. John's University in Collegeville, Minnesota, and a Masters in 

Industrial Relations (MAIR) from the University of Minnesota. I am certified 

as a Certified Compensation Professional (CCP) by World at Work, and a 

Senior Practitioner in Human Resources (SPHR) by the Society for Human 

Resource Management. Before joining Towers Perrin, I was the Director of 

Executive Compensation for International Multifoods. 

Q. Please provide a brief overview of Towers Perrin. 

A. Towers Perrin is a global professional services firm that helps 

organizations around the world optimize performance through effective 

people, risk and financial management. The firm has approximately 8,000 

employees in approximately 75 offices worldwide. Towers Perrin's 

compensation practice is one of the largest in the world. Towers Perrin has 

dedicated energy and utility industry practitioners specializing in 

compensation, human resources, benefits, and organization design. 

29 

30 Q. Please summarize the purpose of your testimony. 

31 A. The purpose of my testimony is to comment on Towers Perrin's analysis of 

3 2 the competitiveness and appropriateness of MDU Resources Group 1nc.k 



Paul W. Conley Docket No. NG-04-- 
Page 2 

(MDU) Supplemental Employee Retirement Program (SERP) called the 

Supplemental Income Security Plan (SISP), as part of its total executive 

compensation program. 

THE SUPPLEMENTAL INCOME SECURITY PLAN 

Q. What is the SISP and what is the plan designed to do? 

A. The SlSP is a plan that provides a supplemental pension benefit to key 

employees. It was designed to attract and retain key employees in a 

number of positions within the Company and provide equitable retirement 

benefits for those employees. 

Q. Who are the employees that participate in the SlSP plan? 

A. Participants are officers and senior managers of MDU Resources and 

Montana-Dakota. While all employees are important to MDU, these 

participants are directly responsible for planning for the future, identifying 

and implementing appropriate strategies for the Company, implementing 

effective cost reduction programs, streamlining the organization, 

implementing new technologies and maintaining and increasing the 

efficiencies of the Company. These employees have the primary 

management responsibility for keeping the Company competitive in the 

industry and maintaining an adequate supply of low-cost energy for MDU's 

customers. 

Q. What is the difference between a qualified pension plan and a 

supplemental plan? 

A. A qualified pension plan is designed to provide a certain level of retirement 

benefits to participants, generally based on replacing a certain amount of 

income as the retirement benefit. These qualified plans are subject to IRS 

limitations on both recognized pay and benefit payouts. As such, a 

qualified pension plan cannot provide the full amount called for by its 

formula to officers and senior managers subject to these limitations. 
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Supplemental plans help restore retirement benefits to their original 

intended level, in order to ensure a competitive overall retirement program. 

How prevalent are programs like the SISP in the utility industry and 

more generally in the labor market for managerial talent? 

Among MDU's peer companies, we observed nearly 100% prevalence of 

the provision of retirement benefits beyond those provided in the qualified 

plan. This is also true for the broader labor market. Programs such as 

these represent a normal cost of doing business. 

Why are supplemental retirement plans so common? 

The retirement benefits normally provided in the qualified plan are limited 

by IRS regulations (for those whose income exceeds the IRS limits), and 

as such are not provided in the full amount called for in the qualified plan 

design. Supplemental programs like the SISP help to restore the 

retirement benefits to their intended level, as well as ensure a competitive 

and appropriate overall retirement program. The removal of the SISP 

program, like the removal of any other component of MDU's overall reward 

program, would unduly hamper the company from meeting its overall 

reward objectives. 

How do the overall retirement benefits for employees included in the 

SISP compare with the retirement benefits for those employees not 

included in the SISP? 

As an employee moves up the income scale, the percentage of the 

employee's preretirement income replaced by social security and qualified 

retirement plans significantly decreases based on retirement plan design 

requirements and government limitations on retirement plans. The SISP, 

as a supplemental plan, has been designed to replace some, but not all, of 

the income that is not replaced by Social Security, the Defined Benefit 

Pension Plan, and the 401 (k) Plan. At the highest participating income 

levels, less than 50 percent of the annual income is replaced through the 
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combination of social security, qualified plans, and the SISP as compared 

to approximately 80 percent at lower income levels for those employees 

not participating in SISP. 

COMPETITIVENESS OF MDU'S EXECUTIVE COMPENSATION PLAN 

INCLUDING SISP 

Q. How is MDU's executive compensation plan derived? 

A. The Compensation Committee of MDU's Board of Directors is responsible 

for determining the compensation of the Company's executive officers. 

The Committee is composed entirely of outside (or non-employee) 

Directors who meet several times each year to review and determine 

compensation for the executives. The Compensation Committee seeks to 

set appropriate compensation levels that attract, motivate, and retain 

high-quality employees. To implement this philosophy, the Committee 

analyzes trends in compensation among comparable companies and 

relies in part on information and recommendations by outside advisors and 

data sources in making their decisions. MDU has retained Towers Perrin 

to provide information, analysis and recommendations to assist the Board 

of Directors in their decision making. 

Q. Without compromising the proprietary nature of the information 

provided by Towers Perrin, could you describe in more detail the 

scope of its review and the methods it uses? 

A. Yes. Towers Perrin annually provides a report to MDU that includes 

competitive market data regarding compensation plans from hundreds of 

companies throughout the region and nation that have similar types of 

positions and responsibilities. This information is provided for MDU's 

internal use only. 

Towers Perrin also provides an updated analysis of MDU's executive 

compensation programs. Specifically, Towers Perrin provides a current 

market assessment of competitive pay levels for base salary, total annual 
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cash (base salary plus annual bonus) and total direct compensation (total 

annual cash plus the expected value of long-term incentives) for all 

identified management positions and a recommended updated salary 

grade structure based on the above competitive analyses. In addition, 

benefits data are reviewed periodically to ensure the competitiveness of 

the overall rewards program. 

Paul W. Conley Docket No. NG-04- 

- - 

When was a competitive assessment like this last conducted for 

MDU? 

Towers Perrin last completed a review of the competitiveness of MDU's 

compensation and benefits programs in the spring and summer of 2003. 

What is the process Towers Perrin uses to conduct this analysis? 

Towers Perrin provides a consistent approach each year to ensure that the 

comparative data are valid over time. This includes confirming positions to 

be included in the analysis, identifying material changes to MDU's jobs, if 

any, updating current compensation information, gathering and analyzing 

relevant salary survey data, validating survey data, and summarizing and 

reporting results. 

Does Towers Perrin use only its own salary database? 

Towers Perrin considers data from both general industry and 

industry-specific surveys. Competitive information was collected from the 

following sources: 

1) Towers Perrin's 2002 Enerqv Services Executive Compensation 

Database, which is conducted in partnership with the Edison Electric 

Institute (EEI). This source is the most comprehensive survey of 

executive compensation for the U.S. electric and gas industry, 

comprising data for 89 investor-owned utilities and public power 

authorities. 

2) Towers Perrin's 2002 Compensation Data Bank General Industw 

Survev. which is one of the most re~utable sources of data on 
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executive compensation in the US.  It includes data on approximately 

800 companies ranging in size from less than $100 million in annual 

sales to greater than $10 billion. 

Watson Wyatt's 2002 Industry Report on Top Manaqement 

Compensation, covering more than 2,000 organizations across the 

U.S., ranging in size from less than $10 million in annual sales to 

greater than $1 billion. 

Effective Compensation Association, Inc.'s American Gas Association 

2002 Executive Compensation Survev, comprising approximately 70 

organizations with annual revenues ranging from less than $10 million 

in annual sales to greater than $1 billion. 

Hay Group's 2002 Natural Gas Transmission Survev, comprising 20 

organizations with annual revenues ranging from approximately $100 

million to greater than $5 billion. 

Mercer HR Consulting's 2002 Enernv Compensation Survev, 

comprising approximately 120 organizations ranging in size from less 

than $100 million to greater than $1 billion in annual revenues. 

Towers Perrin's Employee Benefit Information Center (EBIC) 

database, from which a custom cut of data on 16 organizations of 

similar size and industry to MDU were gathered. These data were 

utilized to compare MDU's benefits Program to these other 

comparable organizations. 

A study by Towers Perrin of the 2003 proxy filings from approximately 

15 public companies similar to MDU in size and industry used to 

assess prevalence and competitive levels of retirement benefits 

including qualified and nonqualified retirement plans. 

Q. How does Towers Perrin use the information from the various 

databases to establish market levels for its analysis of MDU's 

executive compensation? 

A. Competitive data are gathered from the above databases based on a 

number of criteria in order to estimate market levels for MDU. These 
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criteria include industry and size comparability, the degree of match 

between the responsibility level of MDUJs positions and those in the 

databases, and reliability of the database results over time. Survey data 

are blended to arrive at an overall market estimate for MDU. 

Q. How does the Compensation Committee of the Board of Directors 

use the information it receives from Towers Perrin? 

A. When the Compensation Committee develops MDU's "Total 

Compensation" plan, it focuses on the competitive salaries and benefits, 

including the SISP, that are necessary to maintain its ability to attract, 

retain, and appropriately reward the individuals needed to provide reliable, 

safe, efficient, and cost effective service to MDU's customers. It should be 

emphasized that in setting executive compensation, the Compensation 

Committee looks at the total compensation picture, not just one element by 

itself. 

Q. How does Towers Perrin define competitive compensation? 

A. Towers Perrin defines competitive compensation as generally falling 

between plus or minus 10% of the market median (50th percentile). 

Competitive data can vary from one year to the next; our goal is to help 

MDU position its reward programs to approximate the middle of the market 

in a stable fashion over time. The median (or 50th percentile) is used as a 

statistic rather than average as a better representation of the middle-range 

of competitive practice. Accordingly, half of the responding organizations 

pay less than this amount, and half pay more than this amount. The mean 

or average tends to be somewhat higher than the median, and can be 

influenced more easily by outliers. 

Q. What are the typical components included in a company's total 

compensation program for management-level employees? 

A. Companies normally provide the following elements as a cost of doing 

business and as part of their overall program to attract, retain and motivate 
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management employees: base salaries, annual incentives, long-term 

incentives, retirement benefits (including both qualified and nonqualified 

plans), and health and welfare benefits. In addition, other important reward 

elements normally provided are learning and development opportunities 

and investments in the overall work environment. While these other 

elements are important and often included in a definition of total rewards, 

in this case we are focused primarily on traditional elements of 

compensation and benefits since these elements represent the 

overwhelming majority of a company's cost for reward programs. 

Which elements are considered in Towers Perrin's competitive 

evaluation of MDU's total rewards program? 

The elements included are base salary, annual incentives, long-term 

incentives, retirement benefits (including qualified and nonqualified plans), 

and health and welfare benefits. 

What is MDU's competitive position for each of the elements that 

Towers Perrin has assessed? 

Based on the results of the 2003 assessment by Towers Perrin (with 

competitive data updated to be effective as of January I ,  2004), the 

relative market position of each of the elements studied, based on the 

competitive studies referenced above, is as follows: 

For MDU's corporate and utility company executives, the overall base 

salary competitive position is approximately 91% of the market 50th 

percentile. For total annual cash compensation (base salary plus annual 

bonus), the overall competitive position is approximately 99% of the 

market 50th percentile. For total direct compensation, the overall 

competitive position is approximately 107% of the market 50th percentile. 

For the total benefits program (excluding the value of SERP benefits), 

MDU corporate is at 100% of the market 5oth percentile. The utility 

company is 95% of the market 5oth percentile. For the combined qualified 

and nonqualified retirement benefit program (which includes the SlSP for 
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MDU and SERPs provided by MDU's peers, and assuming a senior 

manager with $200,000 in final average pay (salary plus annual bonus) 

and 30 years of service, MDU's retirement program is approximately 105% 

of the market 5oth percentile. 

How does Towers Perrin therefore view the overall competitiveness 

of MDU's compensation program? 

Towers Perrin considers an organization that is within plus or minus 10% 

of the market 5oth percentile to be within the competitive range. Given the 

fact that most of MDU's program elements fall within plus or minus 5% of 

the market 50th percentile, we find the overall program to be competitive 

and appropriate. Therefore, the removal of any of these elements would 

represent a competitive shortfall in MDU's ability to attract and retain 

qualified executives. 

Why is the SlSP an important piece of MDU's total compensation 

plan? 

MDU's total compensation package, including SISP, is currently within the 

competitive range of plus or minus 10% of the market 5oth percentile. 

Removal of any piece of the total compensation package would reduce the 

competitive position of MDU's compensation package. To remain within 

the competitive range of the market's 5oth percentile, MDU would 

potentially be required to increase other elements of executive 

compensation. Replacement of the SlSP benefit with some alternative 

form of compensation might actually result in increased costs to provide an 

equivalent benefit level. SlSP therefore is an important element of a 

balanced and competitive compensation package for executive employees 

who tend to be experienced employees who consider retirement benefits 

an important part of a total compensation package. 

Does this conclude your testimony? 

A. Yes. 



MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Utilities Commission of South Dakota 

Docket No. NG-04- 

Direct Testimony 
of 

Tamie A. Aberle 

Would you please state your name and business address? 

Yes. My name is Tamie A. Aberle, and my business address is 

400 North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Pricing & Tariff Manager in the Regulatory Affairs 

Department of Montana-Dakota Utilities Co. (Montana-Dakota), a Division 

of MDU Resources Group, Inc. 

What are your responsibilities as the Pricing & Tariff Manager? 

My responsibilities include the preparation of rate design and 

miscellaneous tariff revision filings to ensure that the applicable revenue 

requirements are properly recovered from various customer classes via 

applicable rate forms. I also administer utility tariffs and rules and regula- 

tions effective in each of the jurisdictions in which Montana-Dakota 

provides utility service. 

Would you please outline your educational and professional background? 

I graduated from Moorhead State University, Moorhead, Minnesota 

in 1982 with a Bachelor of Science degree in Accounting. I began my 

career with Montana-Dakota in 1983 in the Regulatory Affairs Department, 

I was promoted to Rate Administration Supervisor in 1990 and achieved 



my present position in May 1999. 

Have you testified in other proceedings before regulatory bodies? 

Yes. I have previously presented testimony before this 

Commission, the Public Service Commissions of Montana, North Dakota 

and Wyoming, and the Minnesota Public Utilities Commission. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present the results of the class 

cost of service study and to address the effect of the proposed revenue 

requirement, as identified by Ms. Mulkern in her direct testimony, on each 

of the Company's gas rates, including how the distribution of the revenue 

requirement was made among the various classes of customers served. 

In addition, my testimony will discuss the extent to which Montana-Dakota 

is proposing changes in rate design andlor tariff conditions. 

What statements and exhibits are you sponsoring in this proceeding? 

I am sponsoring Statement N, Statement 0, Exhibit No. 

(TAA-1) and Exhibit No. (TAA-2). I also sponsor the proposed rate 

schedules appended to the Application in this proceeding. 

Do the proposed changes affect the customers served in the East River 

service territory? 

No. The changes proposed in this Docket are applicable only to 

the customers served by Montana-Dakota in the Black Hills service 

territory of South Dakota. 

What is the total revenue effect of the proposed gas rate changes? 

The proposed rates will produce additional revenues of $1,281,417 

or 2.2% annually based on the pro forma revenues. Exhibit No. 

(TAA-I) and Statement 0 represent a summary by rate classification of 



the proposed revenue increase. The exhibit shows the rate number and a 

description along with the revenues calculated under the present and 

proposed rates. The amount and percentage increase is also shown for 

the proposed revenue increase. 

Q. Would you please explain the embedded class cost of service study 

contained in Statement N? 

A. Yes. Turning to Statement N, Schedule N-I, the first report 

appearing therein is entitled "Cost of Service by Component." This report 

shows the total dollars and unit cost required under each rate if the overall 

requested 9.613% rate of return was to be earned for the demand, energy 

and customer cost components of each rate schedule. 

The next report appearing on Statement N, Schedule N-I, page 4 

is entitled "Summary." This report shows the results of all of the 

succeeding reports in summary form. Following this summary report is a 

detailed report showing the development of each line on the Summary 

Report. 

Statement N, Schedule N-2 entitled "Allocation Assignment 

Report," is a report that shows how the various allocation factors and 

items directly assigned were applied in producing the various reports 

shown in Schedule N-I. 

Statement N, Schedule N-3 entitled "Allocation Factor Report," is 

simply a list of the allocation factors used to produce the various reports 

shown in Schedule N-I. By using the Allocation Assignment Report and 

the Allocation Factor Report, it can be readily determined how the various 

components of revenue, expense, and plant were allocated or assigned 

among the classes of service. 



The class cost of service study is based on the results for South 

Dakota gas operations recorded for the 12 months ended December 31, 

2003 as adjusted to reflect known and measurable changes. 

What were the results of the cost of service study? 

The results are summarized on Statement N, Schedule N-I, Page 

4. The overall South Dakota gas rate of return based on the actual results 

for the 12 months ending December 31,2003 adjusted for known and 

measurable changes is 5.264%. The returns by customer class are as 

shown below: 

Residential Service 4.51 6% 

Firm General Service 5.283% 

Firm Contract 29.951 % 

Air Force 23.397% 

Small Interruptible 11.855% 

Large Interruptible 7.887% 

For what purpose has the class cost of service study been used? 

The study results have been used as a guide in the distribution of 

total revenue requirements among customers and for the purpose of 

pricing the various components comprising the total rate applicable to 

each customer class. 

What methodology did you use to apportion the proposed rate increase 

among the customer classes? 

In designing the proposed rates to reflect the additional revenue 

requirements, I have attempted to group the class rates of return more 

closely about the overall system return. In order to accomplish this, an 

increase has been allocated to the Firm General Service and Large 



lnterruptible classes in an amount necessary for each of these classes to 

produce the overall rate of return. The remainder of the total increase has 

been assigned to the Residential class. 

What is the percentage of the proposed increase by class of customer? 

As shown on Exhibit No. (TAA-I), and as shown in the table 

below, the proposed increase to each of the classes is as follows: 

Class 

Residential 

Firm General Service 

Firm Contracts Service 

Air Force 

Small lnterruptible 

Large lnterruptible 

Overall 

% Increase 

2.9% 

2.0% 

0.0% 

0.0% 

0.0% 

I .O% 

2.2% 

How are you proposing to collect the allocated increase from the 

Residential, Firm General Service and Large lnterruptible classes? 

First, I am proposing modest increases to the Basic Service 

Charges applicable under the firm service rate schedules. The Basic 

Service Charge under Residential Rate 60 has been set at $0.26 per day 

which reflects an average monthly charge of $7.90, an increase of $0.30 

per month from the currently effective charge. The Basic Service Charge 

applicable to Firm General Service customers with meters rated less than 

500 cubic feet per hour has been set at $0.35 per day and $0.70 per day 

for customers requiring the larger meters capable of measuring gas flows 



of 500 cubic feet per hour or greater. The resulting average monthly - 

charges will be $1 0.64 and $21.28 respectively representing an increase 

of $0.61 per month in the Basic Service Charge applicable to customers 

using meters rated less than 500 cubic feet per hour and an increase of 

$1.22 per month in the Basic Service Charge for customers requiring 

meters rated at 500 cubic feet per hour or higher. 

The remaining increase in revenues, after taking into account the 

revenue increase associated with the changes in the Basic Service 

Charge, will be collected through the applicable Distribution Delivery 

Charge components. The derivation of the proposed rates is shown in 

Statement 0, Schedule 0-1. 

Would you please explain Exhibit No. (TAA-2)? 

Yes. Exhibit No. (TAA-2) depicts bill comparisons based on 

typical monthly consumption levels for an annual period for residential and 

firm general service customers. As shown by the comparisons, the 

proposed rate structure will result in an average increase of approximately 

$1.96 per month for the typical Residential customer using 86 dk on an 

annual basis. 

Would you please briefly describe other changes made to the Company's 

gas tariff? 

Yes. Minor changes which are self explanatory have been made to 

certain of the rate schedules. These changes are clearly denoted on the 

tariff sheets reflecting the legislative format. 



I Q. Does this conclude your direct testimony? 
I 

2 A. Yes, it does. 



MONTANA-DAKOTA UTILITIES CO. 
REVENUESUNDERCURRENTANDPROPOSEDRATES 

GAS UTILITY - SOUTH DAKOTA 

Total 
Proposed 
Revenue 

$31,949,560 

Proposed 
Revenue 
lncrease 

$896,242 

Percent 
lncrease 

2.9% 

2.0% 

0.0% 

0.0% 

0.0% 

1 .O% 

2.2% 

8 8  
IE 0 
E! 3 
-'-I 1"r 
h 

8 A 

Pro Forma 2004 11 
Customers Customer ClasslRate Revenue 

$31 ,053,318 Residential - Rate 60 

Firm General Service - Rates 70 & 72 

Firm Contract Service Rate 

Air Force Service - Rate 64 

Small lnterruptible 
Sales - Rate 71 
Transport - Rate 81 

Total Small lnterruptible 

Large lnterruptible 
Sales - Rate 85 
Transport - Rate 82 

Total South Dakota 

11 Rule 20:10:13:85 Statement I, Page 3. 



DOCKET NO. 
EXHIBIT NO. (TAA-2) 
PAGE I OF 3 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE 60 BILL COMPARISON 
RESIDENTIAL GAS SERVICE 

Present Proposed Amount of 
Month Dk Rate Rate Increase 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Total 86 $848.57 $872.08 $23.51 

Average Increase per Month $1.96 

RATE 60 Current 11 Proposed 2 
Basic Delivery Charge $0.25 $0.26 
Distribution Delivery $1.435 $1.666 
Cost of Gas 7.371 $7.371 

% 
lncrease 

I Distribution rates effective with bills rendered on and after December 2, 2003 
Docket No.NG02-011 and weighted cost of gas for 2004. 

21 Cost of gas equals weighted cost of gas for 2004. 



DOCKET NO. 
EXHIBIT NO. (TAA-2) 
PAGE 2 OF 3 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY - SOUTH DAKOTA 

RATE 70 BILL COMPARISON 
FIRM GENERAL GAS SERVICE ( < 500 Cubic Feet Per Hour Meters) 

PRESENT PROPOSED AMOUNT OF % 
MONTH DK RATE RATE INCREASE INCREASE 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Total 

I RATE 70 Current 11 Proposed 21 
Basic Delivery Charge $0.33 $0.35 
Distribution Delivery $1 .078 $1.226 
Cost of Gas 7.371 $7.371 

11 Distribution rates effective with bills rendered on and after December 2, 2003 
Docket No.NG02-011 and weighted cost of gas for 2004. 

21 Cost of gas equals weighted cost of gas for 2004. 



DOCKET NO. 
EXHIBIT NO. (TAA-2) 
PAGE 3 OF 3 

MONTANA-DAKOTA UTILITIES CO. 
GAS UTILIN - SOUTH DAKOTA 

RATE 70 BILL COMPARISON 
FIRM GENERAL GAS SERVICE ( > 500 Cubic Feet Per Hour Meters) 

PRESENT PROPOSED AMOUNT OF % 
MONTH DK RATE RATE INCREASE INCREASE 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Total 1,218 $10,531.79 $1 0,726.67 $194.88 I .85% 

RATE 70 Current I1  Proposed 21 
Basic Delivery Charge $0.66 $0.70 
Distribution Delivery $1.078 $1.226 

l ~ o s t  of Gas 7.371 $7.371 1 

I 1  Distribution rates effective with bills rendered on and after December 2, 2003 
Docket No.NG02-011 and weighted cost of gas for 2004. 

21 Cost of gas equals weighted cost of gas for 2004. 



South Dakota Public Utilities Commission 
WEEKLY FILINGS 

For the Period of June 3,2004 through June 9,2004 

If you need a complete copy of a filing faxed, overnight expressed, or mailed to you, please contact 
Delaine Kolbo within five business days of this report. Phone: 605-773-3201 

ELECTRIC 

EL04-022 In the Matter o f  the Joint Request for  an Electric Service Rights Exception between 
Otter Tail Power Company and H-D Electric Cooperative, Inc. 

On June 4, 2004, Otter Tail Power Company and H-D Electric Cooperative, Inc. filed a joint request to 
the Public Utilities Commission for approval of an Electric Service Rights Exception. The exception 
would allow for H-D Electric to provide electrical service to an irrigation pivot owned by Jonathan 
Wollman, located in Otter Tail Power Company's service territory in Section 35, Township 115, Range 52 
of Hamlin County. 

Staff Analyst: Michele Farris 
Staff Attorney: Karen Cremer 
Date Filed: 06/04/04 
lntervention Deadline: 0611 8/04 

NATURAL GAS 

NG04-004 In the Matter o f  the Filing by Montana-Dakota Utilities Co. for Authority to  Increase 
Rates for Natural Gas Service. 

Application by Montana-Dakota Utilities Co. for approval to increase rates for natural gas service in its 
Black Hills service territory by $1,281,417 or 2.2% based on an adjusted test year ended 12/31/2003. 
The company states the proposed increase for a residential customer would average about $1.96 per 
month. The proposed rates may potentially affect 43,100 customers in the Black Hills area of South 
Dakota. 

Staff Analyst: Dave Jacobson 
Staff Attorney: Karen Cremer 
Date Filed: 06/07/04 
Intervention Deadline: 07/09/04 

TELECOMMUNICATIONS 

TC04-099 In the Matter of  the Application of Public Communications Services, Inc. for a 
Certificate of Authority to Provide Interexchange Telecommunications Services in 
South Dakota. 

Public Communications Services, Inc. is seeking a Certificate of Authority to provide interexchange 
telecommunications services in South Dakota. The Applicant intends to offer collect, prepaid and debit 
basis interexchange telecommunications services to inmates of prisons, jails and other confinement 
institutions. 

Staff Analyst: Keith Senger 
Staff Attorney: Karen Cremer 



Date Docketed: 06/03/04 
Intervention Deadline: 06/25/04 

TC04-100 In the Matter of the Filing for Approval of a Statement of Generally Available Terms 
and Conditions for Interconnection, Unbundled Network Elements, Ancillary 
Services and Resale of Telecommunications Services between Qwest Corporation 
and 1-800-Reconex, Inc. d/b/a USTel (Fourth Revision) 

On June 8, 2004, the Commission received a filing for approval of a Statement of Generally Available 
Terms and Conditions for Interconnection, Unbundled Network Elements, Ancillary Services, and Resale 
of Telecommunication Services Provided by Qwest Corporation in the State of South Dakota, Fourth 
Revision, between Qwest Corporation and 1-800-Reconex, Inc. d/b/a USTel. According to the parties, 
the Agreement "is a negotiated agreement which sets forth the terms, conditions and prices under which 
Qwest will provide services for resale to Reconex for the provision of local exchange services." Any 
party wishing to comment on the Agreement may do so by filing written comments with the Commission 
and the parties to the Agreement no later than June 28, 2004. Parties to the Agreement may file written 
responses to the comments no later than twenty days after the service of the initial comments. 

Staff Attorney: Rolayne Ailts Wiest 
Date Filed: 06/08/04 
Initial Comments Due: 06/28/04 

TC04-101 In the Matter of the Filing by Granite Telecommunications, LLC for an Amended 
Certificate of Authority to Provide Interexchange Telecommunications Services and 
Local Exchange Services in South Dakota. 

In an Order dated December 17, 2003, the Commission granted Granite Telecommunications, LLC 
(Granite) authority to provide local exchange and interexchange telecommunications services in South 
Dakota, subject to restrictions from offering prepaid services or from accepting customer deposits and 
advance payments. On June 8, 2004, the Commission received a filing from Granite requesting relief 
from those restrictions. 

Staff Analyst: Keith Senger 
Staff Attorney: Karen Cremer 
Date Docketed: 06/8/04 
Intervention Deadline: 06/25/04 

You may receive this listing and other PUC publications via our website or via internet e-mail. 
You may subscribe or unsubscribe to the PUC mailing lists at http:llwww.state.sd.uslpuc 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER OF ASSESSMENT 
MONTANA-DAKOTA UTILITIES CO. FOR ) OF FILING FEE AND 
AUTHORITY TO INCREASE RATES FOR ) SUSPENSION OF 
NATURAL GAS SERVICE 1 IMPOSITION OF TARIFF 

1 NG04-004 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $1,281,417 or 
approximately 2.2%. 

SDCL 49-1A-8 authorizes the Commission to require a deposit of up to one hundred 
thousand dollars ($100,000) in the South Dakota Public Utilities Commission's (SDPUC) regulatory 
assessment fee fund to defray Commission expenses incident to analyzing and ruling upon this type 
of filing. The Commission has jurisdiction in this matter pursuant to SDCL Chapters 1-26, 49-IA, 
49-34A and ARSD 20:l O:OI:l5.02 and 20:l O:OI:l5.03. 

At its regularly scheduled meeting of June 22, 2004, the Commission considered this matter. 
The Commission found that pursuant to SDCL 49-1A-8, MDU shall be assessed a filing fee as 
requested by the executive director up to the statutory limit of $100,000. Further, an intervention 
deadline of July 9, 2004, has been established. Pursuant to SDCL 49-31-14, the Commission 
suspended the operation of the schedule of rates proposed by MDU for 90 days beyond June 7, 
2004. It is therefore 

ORDERED, that MDU shall deposit a filing fee, to be established by the executive director, 
in the SDPUC regulatory assessment fee fund and shall deposit any additional amounts as 
requested by the executive director, not to exceed the statutory limit; it is further 

ORDERED, that the proposed schedule of rates shall be suspended for 90 days beyond June 
7, 2004, pursuant to SDCL 49-34A-14; and it is further 

ORDERED, that the deadline for filing petitions to intervene in this case is July 9, 2004. 

-66 Dated at Pierre, South Dakota, this 3 d  day of June, 2004. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class mail, in properly 
addressed envelopes, with charges prepaid thereon. 

I1 (OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, Chairman 

C GARY A SON, Commissioner 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER CORRECTING 
MONTANA-DAKOTA UTILITIES CO. FOR ) DATE OF SUSPENSION OF 
AUTHORITY TO INCREASE RATES FOR ) IMPOSITION OF TARIFF 
NATURAL GAS SERVICE 1 NG04-004 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $1,281,417 or 
approximately 2.2%. On June 22, 2004, the Commission suspended the proposed schedule of rates 
for 90 days beyond June 7, 2004. On July 15, 2004, the Commission Staff advised the Commission 
that the suspension should have been for 90 days beyond July 7, 2004. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 and 49- 
34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.1, 
49-34A-1 0,49-34A-11, 49-34A-l2,49-34A-l3, 49-34A-13.1, 49-34A-14, 49-34A-16, 49-34A-17, 49- 
34A-19, 49-34A-19.1, 49-34A-19.2, 49-34A-20, 49-34A-21, 49-34A-22, and 49-34A-23. 

At its July 20, 2004, meeting, the Commission reconsidered this matter. The Commission 
voted unanimously to change the suspension date from 90 days beyond June 7, 2004, to 90 days 
beyond July 7, 2004. It is therefore 

ORDERED, that the proposed schedule of rates shall be suspended for 90 days beyond July 
7, 2004, pursuant to SDCL 49-34A-14. 

6L Dated at Pierre, South Dakota, this ,?? day of July, 2004. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as iisted on th? docket service 
list, by facsimile or by firct class mail, in properly 
addressed envelopes, with changes prepsid thereon. 

BY ORDER OF THE COMMISSION: 

(OFilCiAL SEAL) * 



Chesapeake Regdatorv Consultants, lnc. 
6837 Guilford Road Robert G. Towers 
Clarksville, M D  2 7 029- 7 632 Basil L. Copeland, Jr. 

David E. Peterson 
Phone: 443.535.0300 Fax: 443.535.030 7 
eMail: rgtsbs@erols. corn 

July 22, 2004 

via eMail and US Mail 
David A. Jacobson, Utility Analyst 
South Dakota Public Utilities Commission 
500 E. Capitol Avenue 
Pierre, South Dakota 57501 

RE: Report and Consulting Service Proposal 
Montana-Dakota Utilities Co. (Gas rates) 
SDPUC Docket No. NG04-004 

Dear Dave: 

Thank you for sending the MDU rate filing for our comments, suggestions and 
a proposal to assist Commission Staff. To that end, I have reviewed the filing 
statements and testimony and discussed the Company's cost of capital presentation 
with Basil Copeland. 

Overview of the Filing 

On June 4, 2004, MDU filed with the Commission an Application seeking an 
increase in rates for gas service in its Black Hills service area. The proposed rates 
were designed to increase its annual revenue from these customers by $1,281,417, 
which is described as a 2.2% increase (Statement 0).  However, because MDU's 
on-going purchased gas costs are recovered through an independent PGA and are 
not a component of the general rate increase now being proposed, the increase it 
proposes here is more appropriately viewed as an overall 10.7% increase in its 
existing base rate revenue. These rates became effective six months earlier, for 
service rendered on and after December 2,2003 as the result of a Settlement of the 
Company's January, 2003 filing in Docket No. NG02-011. 

MDU serves 43,100 customers on its Black Hills system, including 37,900 



CRC Report and Consulting Service Proposal 
SDPUC Docket No. NG04-004 

July 22, 2004 

Residential users, 5,100 Firm General Service customers, Ellsworth Air Force base, 
one contract service customer (Merillat), 8 interruptible sales customers and 38 
interruptible transportation service customers (Statement 0) .  

The revenue requirement determination filed in support of MDU's proposed 
rates is developed using an actual base year ended December 31,2003 (Statement 
M, page I ) ,  with numerous thinly-supported adjustments (Stmt. M, pages 2-5) to 
reflect a "pro forma" year 2003 (Stmt. M, page 7). The far-reaching nature of the pro 
forma adjustments leads, ultimately, to labeling the test period "Pro Forma 2004" 
(Stmt. N). Thirty-one Operating income adjustments were made to normalize the 
effects of weather on sales, to annualize the Docket No. NG02-011 rate increase, to 
reflect current (June 1, 2004) PGA revenues and gas costs, to reflect projected 
increases in firm service customers and reduced sales and transportation volumes 
projected to occur by the end of 2004, and to reflect estimated payroll costs and 
budgeted benefits costs, including the costs of the key employee Supplemental 
Income Security Plan, etc. Substantial increases in Vehicle and Work Equipment 
costs (reflecting mileage-based depreciation) and Computer rental expenses are 
claimed as is a claim for "institutional" advertising. Rate case expense is claimed, 
including overlapping costs for both NG02-01 I and the present case. 

Rate base adjustments are made primarily to reflect $2.9 million in post-2003 
plant additions expected to be in service by December 31,2004. However, the 
claimed rate base reflects the average of the 2004 beginning of year and year end 
plant and accumulated depreciation balances (Stmt. D, page I )  and no claim is 
made for cash working capital. 

The Company shows that its unadjusted income and rate base for the base 
year 2003 allowed it to earn a 4.1 80% return on rate base. (Of course, this reflects 
only a partial month's benefit of the Docket NG02-011 rate increase.) With all of the 
claimed pro forma adjustments, including a full year's effect of the December 2003 
rate increase, it projects that it will earn a 5.264% rate of return in 2004 (Stmt. M, 
page 1). To achieve its proposed 9.61 3% return on rate base, reflecting a proposed 
1 I .O% return on common equity, requires the proposed $1.28 million increase in 
base rate revenue. 

The proposed return on rate base reflects Montana-Dakota Utilities, Co.'s 
projected embedded debt and preferred stock costs and projected capital structure 
with equity reductions for unregulated subsidiaries (Stmt. G). The capital structure 
also includes an $18.0 million equity infusion in 2004, together with a $14.7 million 
increase in retained earnings. The 11 .O% return on equity is recommended by a 

Page 2 of 



CRC Report and Consulting Service Proposal 
SDPUC Docket No. NG04-004 

July 22, 2004 

consultant, Dr. Stephen Gaske, based on various DCF analyses of a proxy group of 
gas distribution companies and multiple risk premium and "alternative investmentsJ' 
analyses (Gaske, pp. 32-35). 

Based on conclusions drawn from its analysis of service costs by customer 
class (Stmt. N), MDU recommends that the proposed 2.2% increase in combined 
base rate and PGA revenues be recovered as follows: 

Residential 2.9% increase 
Firm General Svc. 2.0% " 
Firm Contract Svc. No increase 
Air Force No increase 
Small lnterrupti ble No increase 
Large Interruptible 1 .O% Lr 

(Exhi bi t ( T A A -  1 ) 

By this distribution of the increase, all "excess" (above the requested rate of return) 
returns earned from Contract and Small lnterruptible customers are used to minimize 
the rate increases to Residential, SGS and and Large lnterruptible users. ' The rate 
increases to SGS and Large lnterruptible users are designed to match the returns 
from these classes with the overall, requested rate of return. Thus, the resulting 
Residential class rate of return is projected to be below the system average. 

The Company would retain its existing (established in Docket No. NG02-011) 
three-part rates consisting of a per day Basic Service Charge", a volumetric 
Distribution Charge and a Cost of Gas component. It would also retain the 
Distribution Delivery Stabilization Mechanism established in the last case in lieu of 
much higher service charges that had been requested there. The Residential Service 
Charge is increased by one cent per day to $0.26 (a monthly equivalent of $7.90) 
based on the level of "customer costs" derived in its class cost of service study 
(CCOSS). For SGS customers these increases are two or four cents, depending on 
meter size. 

The proposed single-step distribution delivery charges recover all non-gas 
costs which are not recovered in the basic service charge. The cost of gas 
component, or PGA, is adjusted in MDU's monthly PGA filings with the Commission. 

' This is evident in the before and after-rate-increase rates of return displayed on page 
1, Schedule 0-1 of Stmt. 0. 

Page 3 of 



CRC Report and Consulting Service Proposal 
SDPUC Docket No. NG04-004 

July 22, 2004 

Potential Issues and Division of Workload 

MDU's filing raises issues similar to many of the issues which Staff dealt with 
in the 2003 (NG02-01 I )  filing. In this filing, revenue requirement issues relate to the 
extensive and necessarily speculative adjustments which the Company has made to 
reflect conditions anticipated in 2004. 

The Company again requests rate recovery of the costs of its "Supplemental 
Income Security Plan", or "SISPJJ. SlSP "provides a supplemental pension benefit to 
key employees ... to attract and retain key employees (see testimony of Paul W. 
Conley, page 2). The plan was established in 1982 but, until its NG02-011 rate filing, 
the costs have been reflected below-the-line. Here, the Company claims $1 98,846 
for the South Dakota gas operations share of the SlSP program. This is equivalent to 
$4.60 per customer annually and is substantially more than the $120,000 claimed in 
Docket NG02-011. SlSP costs were not reflected in the Settlement of that case. 

MDU continues to use depreciation rates which were developed in a 2001 
study by its consultants, AUS. Based on the most recent documented analysis of 
MDU's depreciation requirements, we objected to the results of using the AUS rates 
for Mains and Services and believe that Staff's position was reflected in the 
Settlement of that case. The AUS-based rates are somewhat lower here (for each 
account, AUS established separate rates based on the pipe material; thus the rates 
for each account as a whole changes as the material mix changes), but the earlier 
study, we believe, supports still lower rates for these accounts. 

One issue which we raised in the last case - consolidated tax savings - 
appears to be no longer viable because, unlike in the last case, MDU's South Dakota 
gas operations now generate a negative current income tax liability - even at the 
proposed rate level. While the reasons for this change should be explored, if those 
reasons are sound, the tax liability cannot be further reduced. 

Another issue addressed in prior cases, but not in MDU's filing here, is its rate 
base reduction for Accumulated deferred investment tax credits. By virtue of MDUJs 
IRCode election, regulators are prohibited from recognizing these tax savings by 
doing more than reducing rate base -- i.e. there can be no reduction in tax expense 
by a ratable amortization. But MDU has minimized the rate base reduction by 
amortizing the tax credits over 20 years rather than the longer average service lives 
of its plant. Staff has corrected this problem in past cases and should do so here. 
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CRC Report and Consulting Service Proposal 
SDPUC Docket No. NG04-004 

July 22, 2004 

The 11 .O% return on equity reflected in the proposed rate of return is an 
important issue. A fundamental flaw in Gaske's approach is his use of proxy natural 
gas utilities to determine the cost of equity for a combination gas and electric utility. 
Assessing MDU's cost of equity directly, or by reference to combination companies 
also would be consistent with the application of that equity cost, as MDU proposes, 
to its own capital structure supporting both operations. The NG02-011 case ROE 
issue was settled at a fraction above 10.0%. 

The class cost allocations used to support the class-by-class distribution of 
the proposed increase and to support any further increase in customer Service 
Charges are distorted by classifying as "customer costs" a significant portion of 
distribution Mains. As in the last case, eliminating this bias in the allocations will 
shift cost responsibility away from Residential and other small users and onto the 
larger customers. Similarly, it will reduce the "customer costsJ' offered in support of 
the Service Charges. Moreover, even though the proposed increases in Service 
Charges are relatively small, we would question whether any increase is justified at 
this time in light of the facts that (1) these charges were increased as recently as 
December, 2003 as a result of the Settlement of NG02-011 and (2) that Settlement 
also established the Distribution Delivery Stabilization Mechanism as an alternative 
to higher Service Charges. 

With precedent to guide the Staff on the familiar issues, it would be logical to 
have Staff review and make decisions on the recurring adjustments including 
weather normalization and other sales adjustments, labor costs, advertising, 
miscellaneous and general expenses, rate base adjustments for plant additions, etc. 

On many other issues, including SISP, depreciation, income taxes, etc. we 
propose to work with your in-house Staff to develop an investigation plan and to 
assist in analyzing the issues and formulating recommendations. Jointly, we could 
determine whether CRC or Staff should present testimony on the issue. 

We propose to address the cost of capital, class cost allocation and rate 
design issues, with as much participation as possible by your staff. 

Proposal 

As you know, we have considerable experience with general rate increase 
requests for natural gas utilities similar to MDU. In addition to our participation in the 
recent (and earlier) MDU cases, the current and prior MidAmerican and NWPS gas 

Page 5 of 



CRC Report and Consulting Service Proposal 
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July 22, 2004 

cases in South Dakota, we have recently been engaged for gas and electric rate 
cases by the Colorado Consumer Counsel, the New Jersey Ratepayer Advocate and 
the West Virginia Consumer Advocate. 

In this proceeding, we propose to assist the Staff as described above. Basil 
Copeland would be the witness on cost of capital and capital structure issues. I 
would be the witness sponsoring any accounting issues that are delegated to me by 
your Staff, and the class cost of service and revenue distribution issues. Dave 
Peterson will be assisting me, as needed, on all issues and in preparing the class 
cost of service and rate design studies and exhibits. 

We will prepare the necessary data requests to elicit the information needed 
for our analyses; review the Company's responses, confer with their witnesses and 
other personnel, as necessary; prepare testimony and supporting exhibits describing 
our analyses, findings and recommendations; and, as needed, we will assist Staff 
witnesses in developing issues on which they will testify. We will also assist Staff 
Counsel in preparing for hearing and with the preparation of post-trial briefs and 
other pleadings. For the purposes of preparing a cost estimate, I have assumed that 
two or three days will be required for participation in hearings in Pierre. 

We estimate that the cost of performing these services would amount to 
approximately $46,025, including out-of-pocket expenses. Of course we would bill 
only for time actually spent working on the assignment and for our actual out-of- 
pocket costs, principally for air fare for 2 man-trips to Pierre, per diem expenses in 
Pierre, long distance telephone, copier and courier services. Our estimate is derived 
as follows: 

Tasks Hours 
Towers Copeland Peterson 

Analyze the filing, identify issues, 46 28 12 
discovery; 
Preparation of testimony and exhi bits, 36 34 38 
including coordination with other Staff 
witnesses; 
Review rebuttal testimony and preparation 36 20 20 
for hearing; 
Participation in hearing 24 16 - 
Assisting counsel with briefs - 14 - I 0  - - 

Total hours 156 108 70 
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Cost Summary 

Fees: Towers 156 hrs. @ $135 
Copeland I08  hrs. @ $1 30 
Peterson 70 hrs. @ $1 25 

Out-of-pocket expenses: 
Air fare $1,500 
Hotel 200 
Courier 125 
Data base charges 
for ROE analysis 250 

Other 100 
2.1 75 

Total cost $46,025 

Rounded 

Please let me know if you have any questions about my discussion of the 
issues, division of the workload between your Staff and our firm or any other aspect 
of this reportlproposal. We look forward to working with you again. 

Sincerely, 

Robert G. Towers 
President 

Attachment: Fee Schedule (April, 2004) 
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SOUTH D&G;Y,jrF>h? L ~ x  8" uaL!C 
CONTRACT BETWEEN UTI!,$IZES GGS:.A'I~ ~ $ 1  

CHESAPEAKE REGULATORY CONSULTANTS, INC. 
A m  

THE SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

This Contract is entered into this \b% day of August, 2004, between the 
South Dakota Public Utilities Commission (Commission) and Chesapeake 
Regulatory Consultants, Inc. (Contractor), of 6837 Guilford Road, Clarksville, 
Maryland 21 029-1632. The terms and conditions are as follows: 

I. Scope of Services: Contractor agrees to provide consulting services to the 
Staff of the Commission in the following Commission Docket: NG04-004, In the 
Matter of the Application of Montana-Dakota Utilities Co. for Authority to Increase 
Rates for Natural Gas Service. 

Contractor agrees to assist Commission Staff in the preparation and 
presentation of testimony on behalf of Commission Staff in the above-referenced 
docket including: at hearings before the Commission; in settlement proceedings; 
and in the preparation of motions and briefs before the Commission. Contractor 
through its witness or witnesses, Basil L. Copeland Jr. and Robert G. Towers shall 
be responsible for: review and analysis of Montana-Dakota Utilities Co. (MDU) 
filings, preparation and receipt of data requests necessary to complete the analysis, 
preparation, filing and presentation of testimony and exhibits. 

Contractor shall also be prepared to respond at hearings and during briefing 
to intervenors' submissions, if any, which address the issues which are the 
responsibility of Contractor. Specifically, Contractor Witness Basil L. Copeland Jr. 
shall prepare, file, and present testimony and exhibits related to the appropriate 
costs of capital and capital structure. Contractor Witness Robert G. Towers shall 
prepare, file, and present testimony and exhibits addressing class cost of service 
study issues, rate design, accounting issues that may arise, and possibly other 
issues delegated to Contractor by Commission Staff. Contractor shall provide 
general assistance on the filing when requested to do so by Commission Staff. 

The scope and tasks to be performed shall be consistent with Contractor's 
proposal dated July 22,2004, to Commission Staff. Contractor agrees to coordinate 
their filings with Commission Staff and as directed by Commission Staff, shall 
consult Commission Staff on requests for MDU data and other submissions or 
requests to MDU or intervenors. Contractor agrees to complete all tasks and filings 
within time frames as determined by Commission Staff. 

It is understood and agreed that the role of Commission Staff, and in turn the 
role of the Contractor, shall be to advocate the public interest as Commission Staff 
views that public interest. 



2. Maximum Reimbursement: The Commission agrees to reimburse the 
Contractor for satisfactory completion of Contractor's services in an amount not to 
exceed Forty-six thousand twenty five dollars and no cents ($46,025.00). Services 
shall be paid for on the basis of time actually spent working on the case and for 
actual out-of-pocket costs at rates consistent with Contractor's proposal to 
Commission Staff dated July 22, 2004, which is incorporated by reference into this 
document. 

If the Contractor desires to increase the maximum reimbursement under this 
paragraph, Contractor must notify the South Dakota Public Utilities Commission 
Executive Director in writing not less than thirty (30) days before monthly billings 
reach the maximum reimbursement. The Commission reserves the right to deny 
any request for an increase and may hold the Contractor to the maximum 
reimbursement in the original contract or amendment. 

3. Reimbursement: The Commission agrees to reimburse the Contractor upon 
satisfactory progress toward completion of the tasks outlined in Paragraph 1 of this 
Contract. Payment up to the amount specified in the Maximum Reimbursement 
paragraph herein shall be made in monthly installments and shall be based on the 
monthly financial report as described herein. A copy of the Contractor's hourly fee 
schedule is appended to this Contract as Exhibit A, which is hereby incorporated 
herein and will remain effective throughout the term of this Contract. 

A monthly invoice shall be submitted by the Contractor which shall describe 
the nature of the work performed and show, for each consultant, the hours worked 
and associated fees and list all charges for Contractor's out-of-pocket expenses. 
Receipts for such expenses shall be available to the Commission upon request. 
This information is for the express purpose of internal auditing by the Commission. 
When requesting payment, the time period or phase of service covered will be 
indicated on the face of the invoice. 

The Contractor may not receive progress payments more frequently than 
monthly. Progress payments shall be based ori services rendered and no payment 
may be made in advance of services rendered. It is agreed that the Commission 
may withhold ten percent of each progress payment until the satisfactory completion 
of the contract. Invoices for services rendered shall be sent to the South Dakota 
Public Utilities Commission, Deputy Executive Director, State Capitol Building, 500 
East Capitol Avenue, Pierre, South Dakota 57501, within ten (10) days of the 
calendar month billed. 

4. Consideration: The consideration to be paid the Contractor as provided 
herein shall be in compensation for all Contractor's services incurred in the 
performance hereof. 



5. Chanqe in Scope of Services: If the scope of services under this Contract is 
modified to require additional work not herein contemplated and such modification 
is approved by the parties herein prior to performance and a written amendment to 
this Contract is drawn identifying the approved changes, an authorization of 
additional funds will be made by the Commission and the maximum amount will be 
appropriately increased. 

6. Indemnitv: The Contractor agrees to indemnify, defend and hold harmless the 
State, its officers, agents and employees from any and all claims and losses 
accruing or resulting to any and all contractors, subcontractors, material men, 
laborers and any other person, firm or corporation furnishing or supplying work, 
services, materials or supplies in connection with the performance of this Contract 
and from any and all claims and losses accruing or resulting to any person, firm or 
corporation who may be injured or damaged by the Contractor in the performance 
of this Contract. 

7. Independent Contractor: The Contractor and the agents of the Contractor in 
performance of this Contract shall act in an independent capacity and not as officers, 
employees or agents of the Commission. 

8. Contract Not Assignable: This Contract is not assignable by the Contractor, 
either in whole or in part, without the written consent of the Commission. 

9. Alteration and Oral Aqreements: No alteration or variation of the terms of this 
Contract shall be valid unless made in writing and signed by the parties hereto. No 
oral understanding or agreement not incorporated herein may be binding on any of 
the parties hereto. 

10. Interpretation of Inconsistencies: In the interpretation of this Contract, any 
inconsistencies between the terms hereof and the attachments shall be resolved in 
favor of the terms hereof. 

11. Subcontracts: Contractor shall submit any subcontracts which he proposes to 
enter into to the Commission for its prior written approval before the Contractor 
enters into the same. No work may be subcontracted without the prior approval of 
the Commission. Upon the termination of any subcontract, the Commission shall 
be notified immediately. 

12. Retention of Contractor's Records: The Contractor shall retain all records 
relating to direct expenses reimbursed to the Contractor hereunder and to hours of 
employment on this Contract by any employee of Contractor for which the 
Commission is billed. Such records shall be maintained for a period of three years 



after termination of this Contract and shall be available for inspection at any 
reasonable time by personnel authorized therefore by the State of South Dakota. 

13. Relationship of Commission Staff and Contractor: Commission Staff will be 
permitted to work side-by-side with Contractor's Staff to the extent and under 
conditions that may be directed by the Executive Director of the Commission. 

14. Contractor Responsible for Performance of Services: Contractor will not be 
permitted to utilize Commission personnel for the performance of services which are 
the responsibility of Contractor, unless such utilization is previously agreed to in 
writing by the Executive Director and any appropriate adjustment in price is made. 
No charge will be made to Contractor for the services of Commission employees 
while performing coordinating or monitoring functions. 

15. Disclosure and Confidentiality: The Contractor will not disclose data or 
disseminate the contents of any final or preliminary report or testimony, in any form, 
in regard to this Contract without express written consent of the Commission. 
Permission to disclose information on one occasion shall not authorize Contractor 
to further disclose such information or disseminate the same on any other occasion. 

If requested by the Commission, the Contractor shall require each of its 
employees or officers who will be involved in the performance of this Contract to 
agree to the above terms in a form to be approved by the Commission and shall 
supply the Commission with evidence thereof. 

Each subcontract shall contain provisions similar to the foregoing, related to 
the confidentiality of data and non-disclosure of the same. 

16. Data is Propertv of the Commission: Data developed for this Contract shall 
become the property of the Commission. It shall not be disclosed without the 
permission of the Executive Director. Each final report submitted shall also become 
the property of the Commission and shall not be disclosed except in such manner 
aiid time as the Executive Director may direct. 

17. Amendment: The timing for the performance of the tasks and items contained 
herein, the total contract price, the date for completion of the Contract, as well as, 
all other terms not specifically accepted may only be altered by formal written 
amendment of this Contract. 

18. Waiver: No waiver of any breach of this Contract shall be held to be a waiver 
of any other or subsequent breach. All remedies afforded in this Contract shall be 
taken and construed as cumulative; that is, in addition to every other remedy 
provided therein or by law. The failure of the Commission to enforce, at any time, 
any of the provisions of the Contract shall in no way be construed to be a waiver of 
such provisions, nor in any way affect the validity of this Contract or any part thereof, 



or the right of the Commission to hereinafter enforce each and every such provision. 

19. Time is Critical: Time is of the essence in this Contract. In the event Contractor 
shall fail to perform the agreements on its part to be performed at the time fixed for 
performance of such respective agreements by the terms of this Contract or by any 
extension, the Commission may, at its election, terminate the Contract. Such 
termination shall be in addition to and not in lieu of any other legal remedies 
provided by this Contract or by law. 

20. Breach of Contract: In the event of any breach of this Contract, the Commission 
may, without any prejudice to any of its other legal remedies, terminate this Contract 
in accordance with the provisions of the Termination paragraph of this Contract. 

21. Duration of Contract: Unless otherwise specifically provided by the terms of this 
Contract or by amendment thereof, the duration of this Contract shall be one year 
from the contract date. 

22. Termination: The Commission may terminate this Contract, should Contractor 
fail to perform the covenants herein contained at the time and in the manner herein 
provided, upon five days written notice to the Contractor. In such event, the 
Commission shall pay the Contractor only the reasonable value of the services 
theretofore rendered by the Contractor as may be agreed upon by the parties or 
determined by a court of law. In the event of such termination, the Commission may 
proceed with the work in any manner deemed proper by the Commission. The 
Commission's cost of securing substituted performance shall be deducted from any 
sum due the Contractor under this Contract, with the balance, if any, to be paid the 
Contractor upon demand. 

23. Payments Include All Taxes: Payments to be made to the Contractor, as 
specified herein, shall include all taxes of any description, federal, state and 
municipal assessed against the Contractor by reason of this Contract. 

24. Workers' Compensation Insurance: The Contractor hereby warrants that it 
carries workers' compensation insurance for all of its employees who will be 
engaged in the performance of this Contract and agrees to furnish to the 
Commission satisfactory evidence thereof at any time the Commission may request. 

25. South Dakota Law Controlling: It is expressly understood and agreed that this 
Contract shall be governed by the laws of the State of South Dakota, both as to 
interpretation and performance. Otherwise, as specified herein, no document or 
communications passing between the parties hereto shall be deemed a part of this 
Contract. 



APPROVED AS TO FORM: 

Attorney General 

COMMISSION: 

CONTRACTOR: 

Robert G. Towers 
Chesapeake Regulatory Consultants, Inc., 

its President. 



Chesapeake Regulatory Consultants, Inc. 
6 8 3 7  Guilford Road 
Clarksville, M D  2 1  029-1 6 3 2  

Phone: 443 .535 .0300  Fax: 443 .535 .0301  
eMail: rgtsbs@erols.com 

FEE SCHEDULE 

Robert G. Towers Senior Consultant 

Basil L. Copeland, Jr. Senior Economist 

David E. Peterson Senior Consultant 

Robert G. Towers 
Basil L. Copeland, Jr. 
David E. Peterson 

Exhibit A 

Hourlv Rate 

$ 135.00 

$ 130.00 

$ 125.00 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER FOR AND NOTICE 
MONTANA-DAKOTA UTILITIES CO. FOR ) OF PROCEDURAL 
AUTHORITY TO INCREASE RATES FOR ) SCHEDULE AND HEARING 
NATURAL GAS SERVICE 1 NG04-004 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills 
service territory. The application seeks an increase in rates in the approximate amount 
of $1,281,417 or approximately 2.2%. On June 22, 2004, the Commission suspended the 
proposed schedule of rates for 90 days beyond June 7, 2004. 

At its regularly scheduled meeting of June 22, 2004, the Commission found that 
pursuant to SDCL 49-1A-8, MDU shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission further 
established an intervention deadline of July 9, 2004. 

On July 15, 2004, Commission Staff advised the Commission that the suspension 
should have been for 90 days beyond July 7,2004. On July 20,2004, pursuant to SDCL 
49-34A-14, the Commission suspended the operation of the schedule of rates proposed 
by MDU for 90 days beyond July 7, 2004. The Commission has jurisdiction in this matter 
pursuant to SDCL Chapters 1 -26 and 49-34A, specifically 49-34A-4, 49-34A-6, 49-34A-8, 
49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13.1, 49-34A-17, 49-34A-19, 49- 
34A-2 1 . 

The procedural schedule for testimony shall be as follows: 

DATE PROCEDURAL SCHEDULE 

October 4, 2004 Staff Prefiled Testimony Due 

October 14, 2004 MDU Rebuttal Testimony Due 

October 19 and 20, 2004 Hearing 

November 8, 2004 Initial Briefs Due 

November 15,2004 Rebuttal Briefs Due 

A hearing shall be held beginning at 9:00 a.m., on Tuesday, October 19, 2004, and 
beginning at 8:30 a.m. on Wednesday, October 20, 2004, in Room 41 2, State Capitol, 500 
East Capitol, Pierre, South Dakota. The hearing is open to the public. All persons 
testifying shall be subject to cross-examination. 



The issue at the hearing is whether the Commission shall grant MDU's request to 
implement revised natural gas rate schedules designed to produce additional revenues 
of $1,281,417. 

The hearing shall be an adversary proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have the right to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 
the hearing. If you or your representative fail to appear at the time and place set for the 
hearing, the Final Decision will be based solely on the testimony and evidence provided, 
if any, during the hearing or a Final Decision may be issued by default pursuant to SDCL 
1-26-20. After the hearing the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact, 
Conclusions of Law, and a Final Decision regarding this matter. As a result of this hearing, 
the Commission shall determine whether it shall grant MDU's request to implement revised 
rate schedules. The Commission's Final Decision may be appealed by the parties to the 
state Circuit Court and the state Supreme Court as provided by law. It is therefore 

ORDERED, that the procedural schedule set forth above shall be followed by all 
parties to these proceedings. It is further 

ORDERED, that the hearing shall commence at 9:00 a.m., on Tuesday, October 19, 
2004, in Room 412, State Capitol, 500 East Capitol, Pierre, South Dakota, and if 
necessary, shall continue through Wednesday, October 20, 2004. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible location. Please contact the Public Utilities Commission at 1-800- 
332-1 782 at least 48 hours prior to the hearing if you have special needs so arrangements 
can be made to accommodate you. 

Dated at Pierre, South Dakota, this d b d  day of August, 2004. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class maii, in properly 
addressed envelopes, with charges prepaid thereon. 

By: 

(OFFICIAL SEAL) s 

BY ORDER OF THE COMMISSION: 

G A R ? ~ ~ N S O N ,  Commissioner 



Bob Sahr, Chair 
Gary Hanson, Vice-Chair 
Jim Burg, Commissioner 

October 1,2004 

SOUTH DAKOTA 
PUBLIC UTILITIES COMMISSION 

500 East Capitol Avenue 
Pierre, South Dakota 57501-5070 

Pam Bonrud 
Executive Director 
500 E. Capitol 
Pierre, SD 57501 

Capitol Office 
(605) 773-3201 

(605) 773-3809 fax 

Transportation/Warehouse 
(605) 773-5280 

(605) 773-3225 fax 

Consumer Hotline 
1-800-332-1782 

RE: Montana-Dakota Utilities Co. rate case 
NG04-004 

Dear Ms. Bonrud: 

Pursuant to the Order for and Notice of Procedural Schedule and Hearing that was filed in the 
above-referenced matter, Staff was to have filed its prefiled testimony on October 4, 2004. Due 
to the delay in getting timely responses to Staffs data requests, Staff and MDU have agreed to 
revise the procedural schedule as follows: 

DATE PROCEDURAL SCHEDULE 

October 19, 2004 Staff Prefiled Testimony Due 

October 29, 2004 MDU Rebuttal Testimony Due 

November 4 and 5,2004 Hearing 

November 23, 2004 Initial Briefs Due 

November 30,2004 Rebuttal Briefs Due 

If you have any questions, please do not hesitate to contact me. 

Sinqerely, 

~ a r h  E. Cremer 
Staff Attorney 

cc: Dave Gerdes 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) AMENDED ORDER FOR 
MONTANA-DAKOTA UTILITIES CO. FOR ) AND NOTICE OF 
AUTHORITY TO INCREASE RATES FOR ) PROCEDURALSCHEDULE 
NATURAL GAS SERVICE 1 AND HEARING 

NG04-004 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills 
service territory. The application seeks an increase in rates in the approximate amount 
of $1,281,417 or approximately 2.2%. On June 22, 2004, the Commission suspended the 
proposed schedule of rates for 90 days beyond June 7, 2004. 

At its regularly scheduled meeting of June 22, 2004, the Commission found that 
pursuant to SDCL 49-1A-8, MDU shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission further 
established an intervention deadline of July 9, 2004. 

On July 15, 2004, Commission Staff advised the Commission that the suspension 
should have been for 90 days beyond July 7,2004. On July 20, 2004, pursuant to SDCL 
49-34A-14, the Commission suspended the operation of the schedule of rates proposed 
by MDU for 90 days beyond July 7, 2004. The Commission has jurisdiction in this matter 
pursuant to SDCL Chapters 1-26 and 49-34A, specifically 49-34A-4, 49-34A-6, 49-34A-8, 
49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13. 1, 49-34A-17, 49-34A-19, 49- 
34A-2 1 . 

The procedural schedule for testimony shall be as follows: 

DATE 

October 4 19, 2004 

October ftt: 29, 2004 - 
November 4 and 5,2004 

November 8 23, 2004 

November 45 30,2004 

PROCEDURAL SCHEDULE 

Staff Prefiled Testimony Due 

MDU Rebuttal Testimony Due 

Hearing 

Initial Briefs Due 

Rebuttal Briefs Due 

A hearing shall be held beginning at 9:00 a.m., on h e d a y  Thursday, f3&ba-H 
November 4, 2004, and beginning at 8:30 a.m. on Wfeth-resday Fridav, f3ddm30 
November 5, 2004, in Room 412, State Capitol, 500 East Capitol, Pierre, South Dakota. 
The hearing is open to the public. All persons testifying shall be subject to cross- 
examination. 



The issue at the hearing is whether the Commission shall grant MDU1s request to 
implement revised natural gas rate schedules designed to produce additional revenues 
of $1,281,417. 

The hearing shall be an adversary proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have the right to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 
the hearing. If you or your representative fail to appear at the time and place set for the 
hearing, the Final Decision will be based solely on the testimony and evidence provided, 
if any, during the hearing or a Final Decision may be issued by default pursuant to SDCL 
1-26-20. After the hearing the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact, 
Conclusions of Law, and a Final Decision regarding this matter. As a result of this hearing, 
the Commission shall determine whether it shall grant MDU's request to implement revised 
rate schedules. The Commission's Final Decision may be appealed by the parties to the 
state Circuit Court and the state Supreme Court as provided by law. It is therefore 

ORDERED, that the procedural schedule set forth above shall be followed by all 
parties to these proceedings. It is further 

ORDERED, that the hearing shall commence at 9:00 a.m., on 'faescfay Thursdav, 
0cbba-W November 4, 2004, in Room 412, State Capitol, 500 East Capitol, Pierre, South 
Dakota, and if necessary, shall continue through W&drex& m, f3hbm30 
November 5,2004. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible location. Please contact the Public Utilities Commission at 1-800- 
332-1 782 at least 48 hours prior to the hearing if you have special needs so arrangements 
can be made to accommodate you. 

Dated at Pierre, South Dakota, this dd day of October, 2004. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first. class mail, in properly 
addressed envelopes, with chargss prepaid thereon. 

By: 

(OFFICIAL SEAL.) 

BY ORDER OF THE COMMISSION: - 
ROBERT K. SAHR, Chairman 



I Capitol Office 

Bob Sahr, Chair 
Gary Hanson, Vice-Chair 
Jim Burg, Commissioner 

SOUTH DAKOTA (605) 773-3201 
(605) 773-3809 fax 

PUBLIC UTILITIES COmISSION TransportationfWarehouse 
500 East Capitol Avenue (605) 773-5280 

Pierre, South Dakota 57501-5070 (605) 773-3225 fax . . 

Consumer Hotline 
1-800-332-1782 

October 19, 2004 

Mr. Donald R. Ball Mr. Douglas W. Schulz 
Assistant Vice President - Associate General Counsel and 

Regulatory Affairs Assistant Secretary 
Montana-Dakota Utilities Co. MDU Resources Group, Inc. 
400 North Fourth Street P. 0. Box 5650 
Bismarck, ND 58501 Bismarck, ND 58506-5650 

Mr. David A. Gerdes 
Attorney at Law 
May, Adam, Gerdes & Thompson LLP 
P. 0 .  Box 160 
pierre, SD 57501 -01 60 

Re: In the Matter of the Filing by Montana-Dakota Utilities Co. 
for Authority to Increase Rates for Natural Gas Service 
Docket NG04-004 

Gentlemen: 

Enclosed each of you will find copies of testimony of David A. Jacobson, Michele M. Farris, 
Martin C. Bettmann, Keith A. Senger, Basil L. Copeland, Jr. and Robert 6. Towers with 
reference to the above captioned matter. This is intended as service upon you by mail. 

Very truly yours, 

Karen E. Cremer 
Staff Attorney 

KEC: d k 
Enc. 

cc: Mr. Robert G. Towers 
Mr. Basil L. Copeland, Jr. 
Mr. Dave Peterson 

Enc. 



BEFORE THE 
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Please state your name, business address and current position. 

My name is Michele M. Farris and my business address is Public Utilities 

Commission, 500 East Capitol, Pierre, SD 57501. I am presently employed as a 

Utility Analyst. 

Please describe your educational background and experience. 

I received a Bachelor of Science degree in Mechanical Engineering from Soutll 

Dakota State University in May 1987. I received a Master of Science degree in 

Civil Engineering from the University of Colorado in May 1994. I am a 

registered Professional Engineer in the State of South Dakota. I commenced 

employment with the Public Utilities Commission in Jan~lary 1999. 

Have you previously presented testimony before the Commission? 

Yes. I have presented testimony in four rate case filings, Docltet NG02-011, 

Docltet NG01-0 10, Docltet NG99-002, and Docltet NG98-011, requesting an 

increase in gas rates for Montana Dakota Utilities, MidAmerican Energy 

Company, NorthWestern Public Service, and MidAmerican Energy Company, 

respectively. In addition, I have presented testimony in the following dockets: 

Docltet GE00-002, request by The Dunham Company for a master metering 

variance; Docket NGO 1-004, request by Floyd Nightingale for a master metering 

variance; Dockets EL00-002, EL00-003, and EL00-009, regarding approval of a 

departure from its file1 clause adjustment for Otter Tail Power Company, 

Montana-Dakota Utilities Company, and Northwestern Public Service, 

respectively; and Docltet TC99-005 regarding the sale of stock for Union 

Telephone Company of Hartford and Armour Independent Telephone Co., 



including its wholly-owned subsidiary, Bridgewater-Canistota Independent 

Telephone Co. to MJD Services Corp. 

What is the purpose of your testimony in this proceeding? 

I shall express my opinion regarding adjustments to Montana-Dakota Utilities' 

charitable contribution expenses, economic development expenses, industry and 

association dues, chamber dues, advertising expenses, and rate case expense. 

Did Montana-Dakota Utilities include charitable contribution expenses in the 

South Dakota test year expenditures? 

No. Montana-Dakota Utilities has charged charitable contrib~~tions as a below the 

line item for rate malung purposes. No charitable contrib~~tion amounts were 

included in South Dakota test year expenditures. 

Based on your education and experience, what is your opinion in regard to 

Montana-Dakota Utilities' claimed association dues? 

It is my opinion that an adjustment of ($3 1,301) be made to Montana-Dakota 

Utilities' cost of service (see Exhibit-(MMF-1), Schedule 1). The organizational 

dues, which were excluded, consist of payments to various Chambers of 

Commerce and economic development organizations. Membership in these 

organizations is not necessary for MDU's rendition of safe, adequate and reliable 

gas service in South Dakota. Also, MDU should not be allowed to force 

ratepayers to contribute to organizations with which they may not be in 

agreement. 

Membership in the organizations listed in "other" is not necessary for the 

rendition of safe, adequate and reliable gas service in South Dakota. Therefore, 

membership dues should not be recovered from ratepayers. The bulk of the 

"other" dues are for membership to the Utility Shareholders of South Dakota, 

which was established as an independent organization in the state to represent the 

collective interests, rights and concerns of utility investors in S o ~ ~ t h  Dakota. 

Based on your education and experience, what is your opinion regarding 

institutionaYpromotionaVgoodwill advertising expenses? 

It is my opinion that an adjustment of ($32,142) be made to Montana-Dakota 

Utilities' cost of service (see Exhibit(MMF-I), Schedule 2). The advertising 



expenses charged to account 909 are for gas safety advertisements. I recommend 

that all of MDUYs gas safety advertisements be allowed in rates. Montana-Dakota 

Utilities has proposed to eliminate all test year costs in account 913, promotional 

advertising, in its adjustment. The advertising expenses charged to account 930.1 

are for institutional advertising. I recommend the $5,647 spent on instit~~tional 

advertising be disallowed. Institutional advertising selves only to enhance the 

image of MDU and should not be paid by ratepayers and Commission precedent 

has long recognized this. 

Based on your education and experience, what is your opinion regarding 

economic development expenses proposed by Montana-Dakota Utilities to be 

included in rates? 

The Company has included $776 for economic development expenses in account 

912. I recommend this arno~nt be disallowed (see Exhibit -(MMF-I), Schedule 

3 .) As mentioned in prior testimony regarding organizational dues, MDU has 

listed expenditures to Black Hills Cornrn~nity Economic Development, Inc. and 

Rapid City Area Economic Development Corp. MDU has no formal economic 

development plan in place that demonstrates the ratepayer is benefiting froin the 

expendit~lre. If MDU wants to include economic development expenses in rates 

they must develop a program whereby the ratepayer and the shareholder share in 

the cost of the program. 

What are you recommending with regard to Montana-Dakota Utilities' rate 

case expense? 

MDU is req~lesting a rate case expense of $154,437 amortized over three years, 

which includes a rec~u-ring regulatory expense of $658 per year. Staff is 

proposing a rate case expense of $37,982, which also includes a recurring 

regulatory expense of $658 per year. Staff's rate case expense is based on 

expenses incurred through September 30,2004 for both MDU and Staff (see 

Exhibit ( M M F - I ) ,  Schedule 4.) 

What amortization period is proposed by Staff? 

Staff proposes to amortize the rate case expense over five years. Although the 

company filed this case within two years of the previous case NG02-011, the prior 



1 rate case adjustment was filed in 1994, NG94-012. Therefore, Staff believes a five 

2 year amortization period is fair. In addition, staff proposes to place one-half of 

3 the rate case expense into rate base. The company will earn a reasonable return 

4 on their rate case expense and a return on investment through rates over a five- 

5 year period. 

6 Q. Does that conclude your testimony? 

7 Yes. 



Montana-Dakota Utilities 
South Dakota-Gas 
Industry Association Dues 
Test Year Ended December 31,2003 

1 American Gas Association 
2 Black Hills Community Economic 

Development, Inc. 
3 Chamber of Commerce - Belle Fourche 
4 Chamber of Commerce - Deadwood 
5 Chamber of Commerce - Lead Area 
6 Chamber of Commerce - Rapid City Area 
7 Chamber of Commerce - Spearfish 
8 Chamber of Commerce - Sturgis 
9 Energy Safety Association 

10 Midwest Energy Association 
11 NARUC 
12 Rapid City Area Economic 

Development Corp. 
13 United Telecom Council 
14 Other 

Total 

15 Staff adjustment 

Company Staff 
Per Books Adjustments 

(b) ( 4  

Sources: 

Column b, Lines 11-26: Statement H, Schedule H-1, Page 15 of 21 
Column c, Line 1: Data Response 1-4 Attachment A, Statement H pages 65 - 67 
Column c, Line 9: Data Response 1-4 Attachment A, Statement H page 64 
Column c, Line 10: Data Response 1-4 Attachement A, Statement H page 64 
Column c, Line 11: Data Response 1-4 Attachment A, Statement H page 64 

Exhibit-(MMF-1 ) 
Schedule 1 
Page 1 of 1 



Montana-Dakota Utilities 
South Dakota-Gas 
Institutional/promotional/goodwill advertising 
Test Year Ended December 31,2003 

(a) 

1 Account 909 Informational Advertising 
2 Account 91 3 Promotional Advertising 
3 Account 930.1 Institutional Advertising 

Total 

4 Company Pro Forma adjustment 

5 Staff adjustment to per books 

Exhibit-(MMF-I) 
Schedule 2 
Page 1 of 1 

Advertising Company 
Expenses Pro Forma Staff 
Per Books Adjustments Adjustments 

(b) (c) (d) 

Sources: 

Column b, c and d, Lines 11,12, 13 : Statement H, Schedule H-1, Page 16 of 21 



Montana-Dakota Utilities 
South Dakota-Gas 
Economic Development 
Test Year Ended December 31,2003 

I Sales 
2 Account 912 Economic Development 

4 Staff adjustment to account 91 2 

Sources: 

Other 0 & M 
Expenses Staff 
Per Books Adjustments 

(b) (c) 

Total $ 187,077 $ 776 

Exhibit-(MMF-I) 
Schedule 3 
Page 1 of 1 

Column b, Line 1: Statement H, Page 3 of 3 
Column c, Line 2 & 3: Data Response 1-27 



Montana-Dakota Utilities 
South Dakota-Gas 
Rate Case Expense 
Test Year Ended December 31,2004 

1 Regulatory Expense 

NG04-004 Rate Case Expense 

2 Gaske (Return on Equity) 
3 Towers Perrin (SISP) 
4 Gerdes (Legal) 
5 MDU Staff (Hearing expense) 
6 PUC 
8 Other 

Total NG04-004 Expense 

9 NG02-011 Remaining Unamortized 

Total to be amortized 

10 Three year amortization 

11 Staff Adjustment (Five year amortization) 

12 Recurring Regulatory Expense 

13 Test year per books regulatory expense 

14 Company Pro Forma Rate Case Expense 

15 Staff Pro Forma Adjustment 

Exhibit-(MMF-I) 
Schedule 4 
Page 1 of 1 

Company Company Staffs 
Pro Forma Pro Forma Pro Forma 
Per Books Adjustments Adjustments 

(b) (c) (dl 

Sources: 

Column b, Lines 1: Statement H, Schedule H-I, Page 17 of 21 
Column c, Lines 2 - 8, and 9: Response No. 1-4 Attachment A, Statement H, Page 83 
Column c and d, Line 12: Response No. 1-4 Attachment A, Statement H, Page 83 

3 year average of company regulatory expense, 
Column d, Line 1: Company expenses through 9-30-04 
Column d, Line 6: Staff expenses through 9-30-04 plus consultant contract amount 
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,BACKGROUND AND QUALIFICATIONS_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ - _ _ _ _ _ - 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Basil L. Copeland Jr. and my business address is 14619 Corvallis Road, 

Maumelle, AR, 721 13. 

WHAT IS YOUR OCCUPATION, BY WHOM ARE YOU EMPLOYED, AND FOR 

WHOM ARE YOU TESTIFYING? 

I am an economist, specializing in energy and utility economics, and a principal in 

Chesapeake Regulatory Consultants, Inc., Clarksville, MD. I am testifying on behalf 

of the Staff of the South Dakota Public Utilities Commission. 

PLEASE DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE. 

I received my education at Portland State College (1 967-1 969), New Mexico Institute 

of Mining and Technology (1 969), and Oregon State University (1 972-75). In 1974 1 

received a Bachelor of Science degree in Economics from Oregon State University, 

and in 1976 a Master of Science degree in Resource Economics (with a minor in 

Business Finance) from the same institution. 

-1 Formatted 1 
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From August 1975 to February 1977, 1 worked as a financial analyst and staff 

economist for the Arkansas Public Service Commission. From March 1977 to August 

1978, 1 worked in a similar position with the lowa State Commerce Commission. In 

September of 1978 1 went to work for the Attorney General of Arkansas in a U.S. 

Department of Energy-funded office of consumer services, with responsibility for 

economic analysis in electric utility rate cases. While with the Attorney General, I 

assisted in the development of legislation that created the Arkansas Department of 

Energy. In July of 1979, soon after the Department was officially created, I became 

Deputy Director for Forecasting. In that position, I directed a staff with broad 

responsibilities involving the development of an energy management information 

system for monitoring energy supply and demand in Arkansas, including 

comprehensive forecasts of energy demand by fuel source and sector. 

I left the Arkansas Department of Energy in January 1981, and worked briefly 

as an independent consultant before joining the consulting firm of Hess and Lim, 

Inc., in April 1981. While employed by Hess and Lim, I served as a consultant on 

numerous rate cases before the FERC and various state utility commissions. I left 

Hess 8 Lim in October 1986 to join with two other consultants in the founding of 

Chesapeake Regulatory Consultants. I have testified or provided technical 

assistance in over 150 proceedings before the FERC, the FCC, and regulatory 

bodies in: Alabama, Arizona, Arkansas, California, Colorado, Georgia, Illinois, lowa, 

Kansas, Maine, Maryland, Mississippi, Montana, New Jersey, New Mexico, New 

York, Oklahoma, Pennsylvania, Rhode Island, South Dakota, Texas, Vermont, 

Washington State, West Virginia, and the District of Columbia. On four occasions I 
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have been invited to appear on the program of the annual conference of Michigan 

State University's Institute of Public Utilities, and I have served as faculty for the 

Michigan State-NARUC summer training program for regulatory commission 

personnel. 

I have published numerous articles on a variety of utility issues, including 

articles or comments in Land Economics, American Economic Review, Public Utilities 

Fortnightly, Journal of Business Research, Yale Journal on Regulation, Journal of 

Portfolio Management, Energy Law Journ'al, and the Financial Analysts Journal. My 

1982 article in the Financial Analysts Journal on the equity risk premium received a 

Graham and Dodd award from the Financial Analysts Federation. I have also served 

as an academic referee for two academic journals where I reviewed articles on utility 

economics and finance. My article in the Spring 1991 issue of the Energy Law 

Journal' dealt with the constitutional standards for due process as applied to utility 

ratemaking under the celebrated Hope case. It offers a comparative analysis and 

critique of the 1989 Duquesne decision.' A list of publications is provided at the end 

of my testimony. 

INTRODUCTION 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

"Procedural vs. Substantive Economic Due Process for Public Utilities," with Walter Nixon. Energy 
Law Journal 12 No. 1 (Spring 1991): 81-1 10. 
'~ederal Power Comm'n v. Hope Natural Gas, 320 U.S. 591 (1944); Duuuesne Liuht Co. v. Barasch, 
488 U.S. 591 (1989). 
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My testimony presents evidence concerning the cost of capital for Montana-Dakota 

Utilities ("MDU"), and recommends a fair and reasonable rate of return based upon 

that evidence. I also review and respond to MDU's presentation of evidence 

concerning the cost of capital. 

PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THE COST OF 

CAPITAL AND YOUR RECOMMENDED RATE OF RETURN. 

I conclude that the cost of equity capital for MDU is in the range of 8.5 to 9.5 

percent. I normally recommend a rate of return at the midpoint of the range. 

However, based on testimony presented below, I am recommending a rate of return 

on equity of 9.25 percent. Using my recommended rate of return on equity and the 

capital structure and senior capital costs of the Company, I recommend an overall 

rate of return of 8.734 percent. Exhibit -(BLC-I), Schedule 1 presents the details of 

this calculation. 

IN THE LAST MDU CASE, DOCKET NO. NG02-011, YOU RECOMMENDED A 

RATE OF RETURN ON EQUITY OF 9.75 PERCENT. WHAT HAS CHANGED 

THAT WOULD LEAD YOU TO RECOMMEND A LOWER RATE OF RETURN AT 

THIS TIME? 

The financial data that I examine to develop an estimate of the cost of equity show 

that the cost of equity has declined since I filed my testimony in the last case in April, 

2003. For example, at that time, the dividend yield component of my cost of equity 

estimates averaged about 4.9 percent. In the evidence presented below, the 

dividend yield component ranges from about 4.3 percent to 4.6 percent. On 
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balance, the data show at least a 50 basis point reduction in the cost of equity since 

the last case. 

OVERALL RATE OF RETURN AND THE COST OF EQUITY 

PLEASE EXPLAIN THE RELATIONSHIP BETWEEN RATE OF RETURN AND THE 

COST OF EQUITY. 

Typically, regulated utilities have utilized three sources of capital to capitalize their 

utility assets: common stock, preferred stock, and long-term debt. The rate of return 

for a regulated firm is usually based on its "weighted average cost of capital." This 

weighted average cost of capital represents the cost of the individual sources of 

capital weighted by their proportion as represented in the capital structure. The cost 

of equity, and my recommended return on equity of 9.25 percent, is one component 

of this overall rate of return. 

HOW ARE CAPITAL COSTS MEASURED? 

The cost of long-term debt can be directly measured from the interest rate (and 

related costs) on the various issues of debt used to support the capital structure, and 

is only rarely a direct source of significant controversy in establishing a rate of return 

for a regulated utility. Similarly, the cost of preferred stock capital can be measured 

from the fixed dividend (and related issuance costs) of the company's outstanding 

stock. The cost of common equity, however, cannot be directly measured or 

estimated. It must be inferred from market-based common stock dividend and price 

information using one or more cost of equity estimation methodologies. 
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WHY IS IT IMPORTANT TO BASE THE ALLOWED RATE OF RETURN ON 

EQUITY ON THE MARKET COST OF EQUITY? 

Basing the allowed rate of return on equity on the market cost of equity accomplishes 

two significant and desirable regulatory objectives. First, it fairly balances the 

competing interests of ratepayers and shareholders. Ratepayers are interested in 

receiving safe and reliable service at the lowest possible cost. Shareholders are 

interested in receiving the highest rate of return they can. A rate of return based on 

the market cost of equity fairly and reasonably balances these competing interests. 

If the allowed rate of return on equity is significantly below the market cost of equity, 

the impairment of the firm's financial integrity undermines its ability as an ongoing 

concern to render safe and reliable service. So it is in the ratepayer's interest to 

allow a rate of return on equity at least equal to the market cost of equity. 

Ratepayers, however, have no interest in paying a rate of return significantly above 

the cost of equity. And while shareholders may delight at the opportunity to earn the 

excess profits associated with a return on equity above the cost of equity, they 

should not complain if the allowed equity return is consistently established on the 

basis of the market cost of equity. Such a return is commensurate with the financial 

risks they incur, and with the returns they could earn elsewhere in the marketplace 

on comparable investments. 

Second, an allowed rate of return on equity for the Company equal to the 

market cost of equity provides the appropriate management incentives to operate the 

firm safely, reliably and efficiently. An allowed rate of return on equity equal to the 

market cost of equity provides the same kind of incentive to the managers of a 



SDPUC Docket No. NG04-004 
Testimony of Basil L. Copeland Jr. 

Page 7 of 22 

regulated firm as does earnings per share and market value goals for a competitive 

unregulated firm. If management has a reasonable opportunity to earn a rate of 

return on equity equal to the market cost of equity, it should be able to meet all 

reasonable goals and expectations of both shareholders and ratepayers. 

MDU'S COST OF EQUITY CAPITAL 

WHAT METHOD DID YOU USE TO DETERMINE MDU'S COST OF EQUITY 

CAPITAL? 

I used two variations of the "Discounted Cash Flow" ("DCF") methodology. I also 

performed a supplemental "Capital Asset Pricing Model" ("CAPM") analysis. 

PLEASE EXPLAIN THE BASIC PROCEDURES INVOLVED IN USING THE 

"DISCOUNTED CASH FLOW" METHODOLOGY. 

In its most basic form, the DCF theory is a "constant growth" model in which the 

investor's required return on common stock equity equals the dividend yield on the 

stock plus the expected rate of growth in the dividend. This relationship is commonly 

represented mathematically as: 

k = DIP + g 

where k is the cost of equity capital (the investor's required return), DIP is the 

dividend yield (the dividend divided by market price), and g is the expected rate of 

growth in the dividend. Depending on the nature of the assumptions and 

mathematical procedures employed in the derivation of the model, the dividend yield 

portion of the total return is variously represented as DolPo or DIIPo where Do and D, 

represent the "current dividend" and the "next period dividend," respectively. 
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Depending further on what is assumed about the frequency of the dividend payout 

and the compounding of intra-period retained earnings, as an annual yield DolPo will 

tend to understate the effective yield, while D1/Po will tend to overstate it. A valid 

conceptual argument can be made for using an average of the two, sometimes 

presented in the form Do(l +.5g)/P0. This is the form of the constant growth model I 

used in my initial DCF analysis. 

WHAT OTHER STEPS ARE INVOLVED IN IMPLEMENTING THE DCF 

METHODOLOGY? 

The principal steps in implementing the DCF approach are the selection of a sample 

of companies to which to apply the method, and the selection of measures of 

expected growth. Where possible, I prefer to utilize the same sample of companies 

that the applicant uses to determine its cost of capital. In this instance, I do not 

believe that it is proper to rely upon the sample of companies utilized by MDU's 

witness to estimate the cost of capital to MDU. 

PLEASE EXPLAIN WHY NOT. 

MDU's rate of return witness, J. Stephen Gaske, developed his recommendation 

using a sample based upon Moody's Natural Gas Distribution Companies. While this 

docket concerns a requested gas rate increase, the proper rate of return on equity is 

one which is fair to MDU's shareholders, and not necessarily to a particular segment 

of the business. The applicable standard under Hope as to what is fair from the 

investor point of view is that the return be commensurate with what the investors 

could reasonably expect to earn on investments of comparable risk. Investors 

cannot invest in just the gas distribution operations of MDU. They must invest in 
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MDU as a whole. Thus the relevant standard of comparability is to operations 

comparable to MDU as a whole. In my opinion, this requires that the sample of 

comparable companies be combination utilities with combined gas and electric 

operations similar to MDU. For this reason, I have used a sample of 12 utilities with 

both electric operations and gas distribution operations. 

However, I also estimated the cost of equity using the same methodologies 

described here on Dr. Gaske's sample of natural gas distribution utilities. The 

results, presented below, show that there is little or no difference in the cost of equity 

between the two groups at the present time. If anything, my recommendation might 

have been slightly lower if based solely upon a sample of natural gas distribution 

companies. 

WHAT DATA DID YOU EXAMINE IN ORDER TO ESTIMATE THE INVESTOR 

EXPECTED GROWTH RATE FOR YOUR DCF ANALYSIS? 

For my constant growth DCF study, I utilized the Zacks consensus estimate of 

projected growth in earnings per share ("EPS"), and Value Line estimates of growth 

in dividends per share ("DPS"), growth in book value per share ("BVPS"), and the 

Value Line estimate of "% Retained to Common Equity" (a measure of long term 

sustainable growth).3 Theoretically, if the constant growth assumptions are valid, 

earnings, dividends, and book value per share should all grow at approximately the 

same rate. Where this is the case, it is sometimes possible to derive reasonable and 

Zacks and Value Line are sources of financial data widely used by investors. Besides basic 
financial data, Zacks surveys institutional investors to collect data on expected earnings growth 
(referred to as "consensus" estimates of expected earnings growth). "% Retained to Common 
Equity" is a measure of the ratio of retained earnings to common equity, or the "plowback ratio." It is 
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accurate estimates of the cost of equity using only one of these growth measures as 

a "proxy" for the expected rate of growth in dividends. But if the payout ratio is not 

constant, using just projected earnings or dividend growth can result in distorted 

estimates of the DCF cost of equity. 

WHAT ARE YOUR ESTIMATES OF THE PROJECTED GROWTH RATES FOR 

THESE MEASURES? 

For my core sample of combination electric and gas utilities, the projected growth 

rates used in my constant growth DCF study are shown on Exhibit BLC-1, Schedule 

2. As can be seen from Columns F and G, there is considerable disparity between 

the EPS growth rates projected by Zacks and the DPS growth rates projected by 

Value Line. The projected EPS growth rates are on average substantially higher 

than the DPS growth rates. This disparity reflects a projected near-term decline in 

dividend payout, resulting in a rise in the earnings retention rate. But the constant 

growth DCF model is a model of investors' long-term dividend growth expectations. 

Consequently, based on current market conditions, relying solely upon projected 

EPS growth rates will overstate the investors' long-term growth expectations. 

Similarly, relying solely upon projected DPS growth rates will understate the 

investors' long-term growth expectations. 

UNDER THESE CONDITIONS, WHAT IS THE BEST WAY TO ESTIMATE THE 

CONSTANT GROWTH DCF COST OF EQUITY? 

Under these conditions, the best way to estimate the constant growth DCF cost of 

equity is to rely upon an average of the EPS, DPS, and book value per share (BVPS) 

equivalent to the "br" measure of expected dividend growth used in some presentations of the DCF 
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projections. Short-run or near-term changes in payout ratio do not impact book value 

per share growth as significantly as they do EPS and DPS growth, and over time 

EPS and DPS growth rates will always revert to the rate of growth in book value per 

share.4 For this reason, an average of these various growth rate measures is 

required to reasonably estimate investors' long-term growth expectations. 

PLEASE DESCRIBE THE RESULTS OF YOUR CONSTANT GROWTH DCF 

STUDY. 

For the sample of combination utilities, the results are shown on Exhibit BLC-1, 

Schedule 2, Column L. Column L is the sum of Column E and the average of 

Columns F, G, H and I. Column E is the dividend yield portion of the DCF cost of 

equity, and is computed using a 180-day moving average stock price.5 By averaging 

the growth rates in Columns F, G, H and I, we avoid the bias that arises from relying 

solely upon a single measure of expected growth. The mean estimate of "k" is 8.60 

percent, and the median estimate of " k  is 8.58 percent. The difference between the 

median and the mean reflects the impact of "outliers" or atypical observations in the 

model. 
A trend in the payout ratio faces two limits - a payout ratio of 100 percent if the payout ratio is 

rising, and a payout ratio of zero if the payout ratio is declining. At these limits growth in dividends 
or earnings becomes equal to the rate of growth in book value per share. If the trend in payout ratio 
levels off, so that payout ratio stabilizes, growth in dividends and earnings will equal growth in book 
value per share. So regardless of the trend in payout ratio, growth in dividends and earnings will 
always, ultimately, revert to growth in book value per share. 

However, I compare the 180 day moving average to "Bollinger Bands" around the recent stock 
price. Bollinger Bands are bands used in charting stock prices, and plot a range of two standard 
deviations around a 20 day moving average. If the 180 day moving average is outside the Bollinger 
Band, I use the price indicated by the Bollinger Band in the place of the 180 day moving average. 
Thus the stock price I use is always within two standard deviations of a 20 day moving average, 
answering any concern that use of a 180 day moving average represents stale price data. 
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calculation of the mean. For that reason the median is the more reliable measure of 

central tendency. 

WHAT WERE THE COMPARABLE RESULTS FOR DR. GASKE'S SAMPLE OF 

GAS DISTRIBUTION UTILITIES? 

E x h i b i t ( B L C - I ) ,  Schedule 4, is a comparable schedule for Dr. Gaske's sample 

of natural gas distribution utilities. The mean cost of equity using the same 

methodology as in Schedule 2 was 8.30 percent, while the median cost of equity was 

8.1 1 percent. 

DID YOU UNDERTAKE ANY ADDITIONAL DCF ANALYSIS? 

Yes, I did. In addition to the more traditional form of the DCF methodology, I 

developed DCF estimates using a "dividend discount model" (DDM). Dividend 

discount models are more general forms of the DCF methodology, which embody 

less restrictive assumptions than the traditional methodology. The traditional 

methodology is sometimes referred to as the "constant growth model," and assumes 

that dividends, earnings, book value per share, and share price all grow at the same 

uniform rate of growth in perpetuity. While this is rarely the case in actuality, it is not 

an unreasonable assumption if the differences are small, a condition which implicitly 

requires a relatively constant dividend payout ratio. Where dividend payout ratios are 

expected to trend upward or downward over extended periods of time, use of five- 

year growth projections of the type published by Zacks, Value Line, or other 

investment services in a constant growth form of the DCF model can produce 

distorted and unreliable results. Multiple-period dividend discount models provide 
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more reliable and accurate measures of the expected DCF return under such 

conditions. 

PLEASE EXPLAIN IN FURTHER DETAIL HOW THE MULTIPLE PERIOD 

DIVIDEND DISCOUNT MODEL IS DERIVED. 

Multiple period dividend discount models are based on finite horizon DCF models of 

the form: 

D, 4, =- Dz + --- D P, +...+--+- 
(1 + k )  ' (1 + k)' (1 + k)' (1 + k)' 

Where 

Here t is a finite time period at the end of which the stock would be sold for Pt.. By 

defining this period of constant growth to terminate at some finite point of time in the 

future, dividends can be projected during the interim that follow any pattern 

consistent with expected earnings growth and dividend payout ratios. 

ARE SUCH DDM MODELS ACTUALLY USED BY INVESTORS TO ESTIMATE 

EXPECTEDRETURNS? 

Yes. Firms such as Prudential-Bache and Merrill Lynch have used such models to 

develop expected returns, which were then used by their investment analysts in 

making stock buy-hold-sell recommendations. Standard textbooks also present them 

along with constant growth models. 

PLEASE DESCRIBE IN FURTHER DETAIL YOUR IMPLEMENTATION OF THIS 

METHODOLOGY. 
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The basic data employed in my implementation of this methodology is presented in 

E x h i b i t ( B L C - I ) ,  Schedule 3. This is a summary sheet with input data and the 

resulting DDM estimates of the cost of equity. Detailed backup is provided in my 

workpapers. 

The basic input data consists of the current dividend yield, an estimated EPS 

projection for 2004, the current Zacks consensus EPS growth projection, an estimate 

of long-term growth into perpetuity, and estimated retention ratios for 2004, 2008, 

and 2023. The DDM analysis assumes that earnings grow from 2004 to 2008 at the 

indicated Zacks consensus EPS growth rate, and at the long-term growth rate (4.50 

percent, the median value of Value Line's "% Retained to Common Equity") 

thereafter. The period from 2008 to 2023 is a transition period during which the 

payout ratio changes from the value projected by Value Line in the year 2008 to a 

common value of 0.41 (the median Value Line estimate for 2008) for all companies in 

the sample in the year 2023. Constant growth assumptions - long-term growth 4.50 

percent, and a retention ratio of 0.41 percent - apply after the year 2023, allowing 

the determination of a terminal share price for the year 2023. These long-term 

conditions after 2023 are applied to all the companies in the sample. Having 

generated a series of cash flows, the model generates an expected return, k, by 

solving the following equation: 

D 0 = 2  +- D' + . . . + + - -  P' 4, D 

(1 + k) '  (1 + k)' (1 + k)' (1 + k)' 

The solution to this equation is the value of k which makes the right hand side of the 

equation zero. This can only be done by trial and error. However, there are 
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generally available computer algorithms for finding the solution to such formulas 

automatically. The DDM returns shown on E x h i b i t ( B L C - I ) ,  Schedule 3, were 

developed using the "solver" routine in an Excel spreadsheet. 

PLEASE SUMMARIZE THE RESULTS AND COMMENT ON THEIR 

SIGNIFICANCE. 

The mean and median DDM returns for the 12 company sample of combination 

utilities were 8.65 percent and 8.86 percent, respectively. These results corroborate 

the results of the constant growth analysis., 

DID YOU UNDERTAKE A COMPARABLE DDM ANALYSIS FOR DR. GASKE'S 

SAMPLE OF NATURAL GAS DISTRIBUTION COMPANIES? 

Yes, I did. The results are shown in Exhibit-(BLC-I), Schedule 5. The mean 

and median DDM returns for sample of natural gas distribution companies were 8.50 

percent and 8.45 percent, respectively. 

DID YOU UNDERTAKE A SUPPLEMENTAL ANALYSIS OF THE COST OF 

EQUITY FOR THE SAMPLE OF COMPARABLE COMPANIES TO VALIDATE 

YOUR DCF RESULTS? 

Yes, I did. I used the Capital Asset Pricing Model (CAPM) to develop a third estimate 

of the cost of equity. CAPM is a risk premium methodology based on the principle 

that the cost of equity capital equals the cost of a risk-free investment, plus a "risk 

premium" to compensate investors for the risks associated with a specific equity 

investment. Under the CAPM methodology, the overall market risk premium for 

common stock is adjusted to reflect the risk of a specific stock or sample of stocks 

using the stock's beta coefficient. A beta coefficient is a financial market measure 
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used in developing a risk-adjusted risk premium that reflects the market risk of an 

individual stock (sometimes referred to as its "systematic risk) relative to the risk of 

the market as a whole. This stock-specific risk premium is then added to an 

appropriate "risk-free" rate to yield a total required rate of return. Mathematically, the 

CAPM methodology can be stated as: 

k = r f + p r ,  

where rf is the risk-free rate, p is the stock's beta coefficient, and r, is the market risk 

premium. For an estimate of the required return on stock, the yield on long-term 

government bonds is conventionally used to estimate the risk-free rate. More 

problematic is the estimate of the market risk premium. 

HOW DID YOU ESTIMATE THE MARKET RISK PREMIUM? 

I estimated the overall market risk premium using the historical return data shown on 

Exhibit BLC-1, Schedule 6. These data indicate that for the last 79 years, common 

stocks have earned a long-horizon risk premium over long-term U.S. Treasury bonds 

of about 4.24 percent (median) to 5.27 percent (mean), annually. For the beta 

coefficient, I utilized the Value Line estimates for the sample of combination utilities 

that I used to develop my DCF estimates. 

WHAT IS THE RESULTING CAPM ESTIMATE OF THE COST OF EQUITY? 

The details are presented in E x h i b i t ( B L C - I ) ,  Schedule 6. Using the mean 

historical risk premium, the resulting CAPM cost of equity for the sample is 9.07 

percent. Using the median historical risk premium, the resulting CAPM cost of equity 

is 8.28 percent. These results corroborate the reasonableness of my DCF estimates, 



SDPUC Docket No. NG04-004 
Testimony of Basil L. Copeland Jr. 

Page 17 of 22 

and provide additional evidence of a reasonable range for the Company's cost of 

equity. 

CONSIDERING THE EVIDENCE YOU PRESENT, WHAT IS YOUR ESTIMATE OF 

THE COST OF EQUITY FOR MDU? 

Based upon the evidence presented above, I conclude that the cost of equity for 

MDU is presently in the range of 8.5 percent to 9.5 percent. 

ANALYSlS OF MDU RATE OF RETURN TESTIMONY 

HAVE YOU REVIEWED THE TESTIMONY AND EXHIBITS OF J. STEPHEN 

GASKE, THE WITNESS SPONSORING MDU'S REQUESTED RETURN ON 

EQUITY? 

Yes, I have. 

PLEASE COMMENT ON THE EVIDENCE SUBMITTED BY DR. GASKE IN 

SUPPORT OF HIS RATE OF RETURN RECOMMENDATION. 

Dr. Gaske begins his presentation with the DCF method, which he applies to a 

sample of natural gas distribution companies. I have already stated why I believe 

that this is an inappropriate sample for estimating the cost of equity for MDU. So 

whatever other merit his studies might have, he is not, in my opinion, estimating the 

cost of equity capital for MDU. But beyond that, I do see significant problems with 

the way he implements his DCF analyses. His first DCF approach is described as a 

"Second-Stage Retention Growth" analysis. Superficially, this seems to be an 

attempt to implement a two-stage dividend discount model similar to the DDM that I 

describe earlier in my testimony. But it is fundamentally flawed because it relies 
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solely upon projected earninas growth rates for the initial, near term stage. This is 

not merely a fundamental flaw, but a fatal one. After all, the "D" in "DCF" represents 

the dividend cash flow to the investor, and Dr. Gaske has not presented one iota of 

evidence regarding projected dividend growth. While dividends are arguably paid out 

of earnings, earnings growth is a reasonable proxy for dividend growth only if the 

payout ratio is constant, an assumption simply not borne out under current market 

conditions. Dr. Gaske's second DCF method, described as "a Basic DCF method" 

merely compounds this flaw, since it relies solely upon near-term earnings forecasts 

for both the near-term and the long-term. Because Dr. Gaske has made no use of 

any evidence with respect to investor expectations regarding dividend growth, it is 

impossible for him to have reliably or accurately implemented the DCF model. 

DO YOU HAVE ANY OTHER COMMENTS REGARDING DR. GASKETS DCF 

ANALYSES? 

Yes, I two additional comments regarding Dr. Gaske's DCF analyses. First, Dr. 

Gaske utilizes a variation in the quarterly compounding DCF model in which he 

multiplies the dividend yield by (1 + .625g) where "g" is the growth component of this 

DCF analysis. Other problems with the quarterly compounding model left aside 

(which are not at issue in the context of this case), multiplying by "g" will produce a 

higher effective dividend yield than investors can reasonably expect to receive over 

the next 12 months because dividends are growing much more slowly than the "g" 

used in Dr. Gaske's analysis. For example, for some of companies in Dr. Gaske's 

sample, investment analysts are not projecting dividend growth for the next year 

(e.g., Keyspan, NICOR, and WGL Holdings). In all cases the projected dividend 
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growth for the next twelve months is substantially lower than what is imputed with Dr. 

Gaske's "g" value, which is based on projected earninqs growth. 

WHAT IS THE OTHER COMMENT YOU HAVE REGARDING DR. GASKE'S DCF 

ANALYSES? 

Dr. Gaske makes a "flotation cost adjustment" in which he multiplies the DCF cost of 

equity by (1 + 0.0475). The "0.0475" reflects an estimate of flotation cost as a 

percentage of issuance price. I don't have a problem with the reasonableness of this 

as an estimate of flotation cost. The problem is that he multiplies it against the entire 

DCF rate of return when it should only be multiplied against the dividend yield portion 

of the return. Since his DCF estimates are generally in the range of 9 to 10 percent 

before he makes this adjustment, whereas the dividend yields are only about 4 to 5 

percent, he effectively doubles the allowance for flotation costs. 

IN YOUR OPINION, WHAT WOULD BE A REASONABLE ALLOWANCE FOR 

FLOTATION COST UNDER PRESENT CONDITIONS? 

With dividend yields of 4 to 5 percent, and a flotation cost allowance of 5 percent, a 

reasonable flotation cost adjustment under present conditions would be on the order 

of 20 to 25 basis points. My recommended ROE of 9.25 percent is 25 basis points 

above the midpoint of my cost of equity range of 8.5 to 9.5 percent. This is more 

than adequate to cover flotation costs under present conditions. 

PLEASE DISCUSS DR. GASKE'S RISK PREMIUM APPROACHES. 

Dr. Gaske employs two risk premium approaches which share a common weakness: 

utilization of simple arithmetic averages to estimate the historical risk premium. The 
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correct approach will make use of geometric averages for appropriate long-horizon 

holding  period^.^ 

Q. DR. GASKE ALSO DISCUSSES THE RETURNS ON ALTERNATIVE EQUITY 

INVESTMENTS. PLEASE COMMENT. 

A. The evidence that Dr. Gaske presents regarding "alternative equity investments" is of 

no value whatsoever to determining the fair rate of return and cost of equity for MDU. 

First of all, the data that he presents represents returns on book equity. Investors 

cannot purchase stock at book value (unless the market-to-book ratio is 1.0); they 

must purchase stock at market value. Hence, investors do not have the opportunity 

to earn these book returns. They only have the opportunity to earn the equilibrium 

market return. That is why commissions and regulatory agencies long ago discarded 

the "comparable earnings" approach and adopted the DCF approach. While he 

declines to describe it as such, Dr. Gaske's "alternative equity investment analysis" is 

nothing more than a "comparable earnings" analysis under the guise of a different 

name. But it is still just as flawed. 

Secondly, these are not the returns on investments of comparable risk. The 

measures that Dr. Gaske employs - 746 industrial, retail, and transportations 

published by Value Line - is too broad to represent the return on investments of 

comparable risk. Hence there is no way that this evidence can be helpful in 

determining a reasonable rate of return for MDU. 

Q. PLEASE SUMMARIZE YOUR COMMENTS ON DR. GASKE'S TESTIMONY. 

'see Russell J. Fuller and Kent A. Hickman, "A Note on Estimating the Historical Risk Premium," 
Financial Practice and Education, FallNVinter 1991, Vol I . ,  No. 2, 45-48. 



SDPUC Docket No. NG04-004 
Testimony of Basil L. Copeland Jr. 

Page 21 of 22 

1 A. In my opinion, Dr. Gaske has failed to present any meaningful evidence of the cost of 

2 equity or fair rate of return on equity for MDU. 

3 Q. DOES THAT COMPLETE YOUR TESTIMONY AT THE PRESENT TIME? 

4 A. Yes, it does, except for the list of publications that follows. 
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Component 

Long Term Debt 

Preferred Stock 

Common Equity 
Consolidated 
Less: 
Unappropriated Retained Earnings of Subsidiaries 
Additional Equity of Subsidiaries 
Capital Investment in Subsidiaries 

Utility Common Equity 

Montana-Dakota Utilities Co. 
Cost of Capital at June 30, 2004 

Total 

Balance as of Percent Weighted 
June 30, 2004 of Total Cost - Cost 

Sources: 
Capitalization, Debt and Preferred Stock costs: MDU Response to Staff Request 1-32 
Cost of Common Equity: Copeland testimony 



MONTANA-DAKOTA UTILITIES CO. 
DCF Rate of Return Analysis Using Dividend Cash Flow Model (Constant Growth) 
Combination Utilities 

Company 
A 

Alliant Energy 
Ameren Corp 
Avista Corp 
Cinergy Corp. 
DTE Energy 
NISOURCE 
OGE Energy 
Puget Energy lnc. 
Sempra Energy 
Vectran 
Wisconsin Enerav 

Dividend Stock 
Price 

D 

Dividend 
Yield 

E 
4.08% 
5.71% 
3.03% 
5.00% 
5.15% 
4.43% 
5.43% 
4.55% 
3.03% 
4.78% 
2.66% 

Proj. EPS 
Growth 
(Zacks) 

F 
5.00% 
3.00% 
5.00% 
4.00% 
5.00% 
5.00% 
3.00% 
5.00% 
6.00% 
6.00% 
7.00% -, 

WPS Resources 2.20 2.24 46.00 4.83% 4.00% 
Mean: 4.39% 4.83% 

Median: 4.55% 5.00% 

Proj. DPS 
Growth 

Proj. BVPS 
Growth 

% Ret. To 
Com. Eq. 

(VL) 
I 

3.50% 
1 SO% 
4.50% 
3.50% 
4.50% 
4.50% 
3.50% 
3.50% 
9.00% 
4.50% 
6.50% 

Proj Payout Ratio 
2004 2008 

J K 
52.63% 56.59% 
89.12% 83.28% 
52.00% 46.67% 
70.94% 68.00% 
68.67% 56.00% 
57.50% 55.00% 
80.61 % 70.00% 
80.00% 64.00% 
33.33% 26.67% 
67.65% 62.38% 
38.60% 36.36% 

DCF 
Cost o f  Equity 

k 
L 

8.10% 
7.36% 
8.58% 
8.51 % 
8.72% 
9.11% 
8.07% 
8.32% 
9.77% 
9.12% 
8.98% 

Std Error: 0.36% 0.69% 0.77% 0.56% 0.1 9% 
Sources 

Columns B, C and I: Value Line 
Column D: Siliconlnvestor.Com 
Column F: Zacks Investment Research 
Column E: ((Column B + Column C) 12)  1 Column D 
Columns G, H, J and K: Computed from Value Line data 
Column L: Column E plus the average of Columns F through I 
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MONTANA-DAKOTA UTILITIES CO. 
DCF Rate of Return Analysis Using Dividend Discount Model (DDM) 
Combination Utilities 

Company Inputs: 
Dividend 2004 Zacks Long-Term Retention Ratios 

Yield EPS Growth Growth 2004 2008 2023 
Alliant Energy 4.08% 1.90 5.00% 4.50% 0.47 0.43 0.41 
Ameren Corp 
Avista Corp 
Cinergy Corp. 
DTE Energy 
NISOURCE 
OGE Energy 
Puget Energy Inc. 
Sempra Energy 
Vectran 
Wisconsin Energy 
WPS ~esources ~ 4.83% 3.50 4.00% 4.50% 0.37 0.35 0.41 

Mean: 4.39% 4.83% 4.50% 0.37 0.43 
Median: 4.55% 5.00% 0.35 0.41 

Output: 
DDM 

Return 
8.99% 

Std Error: 



MONTANA-DAKOTA UTILITIES CO. 
DCF Rate of Return Analysis Using Dividend Cash Flow Model (Constant Growth) 
Natural Gas Distribution Utilities 

Proj. EPS Proj. DPS Proj. BVPS % Ret. To DCF 
Dividend Stock Dividend Growth Growth Growth Com. Eq. Proj Payout Ratio Cost of Equity 

Company 2004 ZOO5 Price - Yield - (Zacks) - ('4 (VL) (VL) 2004 2008 k 
A B C D E F G H I J K L 

AGL Resources 
Atmos Energy 
Energen Corp 
KeySpan Corp 
NlCOR 
Northwest Nat Gas 
Piedmont Nat Gas 
South Jersey lnds 
WGL Holdings 28.00 

Mean: 
Median: 

Std Error: 0.30% 0.27% 0.48% 0.93% 
Sources 

Columns B, C and I: Value Line 
Column D: Siliconlnvestor.Com 
Column F: Zacks Investment Research 
Column E: ((Column B + Column C) I2 ) I Column D 
Columns G, H, J and K: Computed from Value Line data 
Column L: Column E plus the average of Columns F through I 



E x h i b i t ( B L C - 1 )  
Schedule 5 

Docket No. NG04-004 

MONTANA-DAKQTA UTILITIES CO. 
DCF Rate of Return Analysis Using Dividend Discount Model (DDM) 
Natural Gas Distribution Utilities 

Company Inputs: 
Dividend 2004 Zacks Long-Term Retention Ratios 

AGL Resources 
Atmos Energy 
Energen Corp 
KeySpan Corp 
NlCOR 
Northwest Nat Gas 
Peoples Energy 
Southwest Gas 

Yield 
3.98% 
4.92% 
1.73% 
5.24% 
5.17% 
4.38% 
4.27% 
3.92% 

EPS 
2.10 
1.55 
3.30 
2.75 
2.15 
2.00 
2.45 
2.85 

Growth 
5.00% 
4.00% 
7.00% 
5.00% 
4.00% 
4.00% 
4.00% 
5.00% 

WGL Holdings 4.64% 1.90 4.00% 4.50% 0.32 0.38 0.40 
Mean: 4.25% 4.50% 0.37 0.43 

Median: 4.33% 0.35 0.40 

Output: 
DDM 

Return 
8.62% 
8.32% 
8.32% 
9.29% 
8.41% 
8.45% 
8.11% 
8.47% 

Std Error: 



MONTANA-DAKOTA UTILITIES CO. 
CAPM Cost of Equity Analysis 

Exhibit (BLC-I) 
Schedule 6 

Docket No. NG04-004 
Combination Utilities 
Compound Excess Returns (Long Horizon Risk Premia), 1926-2003 

Period Risk Premium 
A B 

1925-1 940 0.82% 

Mean: 5.27% 
Median: 4.24% 

Source: Derived from SBBI, Valuation Edition, 2004. 

ZAPM Cost of Equity Analysis: 
CAPM Cost of Equity 

Company Stock Bet; R, wlMean RP w1Median RP 
A B C D E 

4lliant Energy 0.80 5.10% 9.32% 8.49% 
4meren Corp 0.70 5.10% 8.79% 8.07% 
4vista Corp 0.85 5.10% 9.58% 8.70% 
Cinergy Corp. 0.80 5.10% 9.32% 8.49% 
DTE Energy 0.65 5.10% 8.52% 7.86% 
NISOURCE 0.75 5.10% 9.05% 8.28% 
3GE Energy 0.65 5.10% 8.52% 7.86% 
Puget Energy Inc. 0.75 5.10% 9.05% 8.28% 
Sempra Energy 0.90 5.10% 9.84% 8.92% 
Vectran 0.75 5.10% 9.05% 8.28% 
Wisconsin Energy 0.70 5.10% 8.79% 8.07% 
WPS Resources 0.75 5.10% 9.05% 8.28% 

Mean: 0.74 9.07% 
Median: 0.75 8.28% 



Exhibit (BLC-1) 
MONTANA-DAKOTA UTILITIES CO. Schedule '7 
CAPM Cost of Equity Analysis Docket No. NG04-004 
rlatural Gas Distribution Utilities 
:ompound Excess Returns (Long Horizon Risk Premia), 1926-2003 

Period Risk Premium 
A B 

1 925- 1 940 0.82% 

Mean: 5.27% 
Median: 4.24% 

Source: Derived from SBBI, Valuation Edition, 2004. 

CAPM Cost of Equity Analysis: 
CAPM Cost of Equity 

Company Stock Beta Rf wlMean RP w1Median RP 
A B C D E 

AGL Resources 0.80 5.1 0% 9.32% 8.49% 
Atmos Energy 0.65 5.1 0% 8.52% 7.86% 
Energen Corp 0.70 5.1 0% 8.79% 8.07% 
KeySpan Corp 0.75 5.1 0% 9.05% 8.28% 
NlCOR 1 .OO 5.10% 10.37% 9.34% 
Northwest Nat Gas 0.65 5.10% 8.52% 7.86% 
Piedmont Natural Gas 0.75 5.10% 9.05% 8.28% 
South Jersey Industries 0.55 5.1 0% 8.00% 7.43% 
WGL Holdings 0.75 5.1 0% 9.05% 8.28% 

Mean: 0.73 
Median: 0.75 



SOUTH DAKOTA PUBLIC 
UBOLlTIES COMMISSION 

BEFORE THE 

PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA 

MONTANA- DAKOTA UTILITIES 

DOCKET NO. NG04-004 

TESTIMONY & EXHIBITS OF MARTIN C. BETTMANN 

ON BEHALF OF THE COMMISSION STAFF 

OCTOBER 2004 



Martin C. Bettmann 
PUC Staff 

Docket NG04-004 
Page 1 

BEFORE THE 

PUBLIC UTILITIES COMMISSION 
. . 

STATE OF SOUTH DAKOTA 

MONTANA-DAKOTA UTlLlTl ES 

DOCKET NO. NG04-004 

TESTIMONY & EXHIBITS OF MARTIN C. BETTMANN 

ON BEHALF OF THE COMMISSION STAFF 

OCTOBER 2004 

Q. What is your name and by whom are you employed? 

A. My name is Martin C. Bettmann and I am employed as a Staff Engineer by the South 

Dakota Public Utilities Commission (Commission). My business address is South Dakota 

Public Utilities Commission, 500 East Capitol Avenue, Pierre, South Dakota, 57501- 

5070. 

Q. Please describe your education and work experience. 

A. I received my Bachelor of Science degree in Engineering from South Dakota State 

University in 1975. After graduation I was employed by an engineering consulting firm in 

Aberdeen, South Dakota, prior to taking my present position as a Staff Engineer with the 

Commission in November 1977. 

Q. Please describe what your job involves? 

A. Currently, my primary responsibility with the Commission Staff (Staff) is managing the 

pipeline safety inspection program. While working for the Commission, I have also been 

responsible for reviewing energy conversion and transmission facility siting applications, 

evaluating and making recommendations on electric and natural gas rates and tariffs, 
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and advising the Staff on various engineering and technical matters that come before the 

Commission. - - 

Have you previously filed testimony in other electric or natural gas  rate 

proceedings before the Coinmission? 

Yes, I provided prefiled testimony on behalf of the Staff in four electric and five natural 

gas rate cases. 

In previous rate cases, my written testimony has addressed fuel oil usage at combustion 

turbine and internal combustion electric generating plants, steam production plant 

depreciation proposals, the apportionment of revenue responsibility among the customer 

classes and the rate design proposals, the level of natural gas sales to a power plant, 

the purchased gas cost reflected in that utilities' operations & maintenance expense, 

weather normalization, and rate design. 

Are you familiar with Montana-Dakota Utilities Company's (Company) application 

for an increase in revenues? 

Yes, I have reviewed the direct testimony of the Company witnesses, their exhibits and 

the responses to Staff data requests pertinent to the preparation of my testimony and 

exhibits. 

What is the purpose of this testimony? 

For this filing, I am responsible for the review and analysis of the Company's proposed 

adjustments to Weather Normalization. My testimony also summarizes Staffs proposed 

rate design. 

Have you calculated the weather normal adjustments for the various rate classes? 

Yes I have. The calculations for the weather normalization adjustments are shown in 

Exhibit (MCB-1) through Exhibit (MCB-4). 
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How are the weather normal adjustments you made different from those proposed 

by the Company? 

My weather normal adjustments are different in several respects. First of all, I have used 

heating degree day (HDD) values based on a 65degree day basis instead of the 60- 

degree day basis used by the Company. The 65 degree day basis was used because it 

is generally accepted as the temperature level where a building requires heating if the 

outside temperature drops below that point. 

My analysis is different also in the fact that I use a three-month average to determine the 

base load use instead of just the use from the month in which the customers have the 

lowest average use. I also then do not calculate a weather normalization adjustment for 

the three months that are a part of the lowest three-month average. Generally these 

months contain very few normal HDD's and even a slight variation in the weather can 

cause a significant adjustment in the weather normalization calculation. 

Also, since energy use for the previous month for Ellsworth Air Force B a z  and the Rate 

81 Small Interruptible Transportation customers are reported on the 1st of the following 

month, it was necessary to use the actual and normal HDD's from the preceding month 

to determine the weather normalization factor for the month that the sale was reported. 

For example: the 226,413 Dekatherms booked as a sale in January 2003 for Ellsworth 

Air Force Base was actually used in December 2002, therefore the actual and normal 

HDD values used to determine the "January 2003" weather normalization adjustment 

were from the month of December 2002. 

In your opinion, what should be the amount of the weather normalization 

adjustment? 

The weather normalization adjustments for billed and unbilled volumes have not been 

set out as a separate adjustment but have been included in Staff's rate design 

comparison Exhibit ( M C B - 5 )  Schedules 2, 3 and 4. A summary of the weather 

normal adjustments may also be found in Staff Exh ib i t (MCB-1)  Schedules 1 and 2. 
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How are the revenue increase calculations you performed in Exh ib i t (MCB-4)  

different from the  Company's calculations a s  found in the exhibits of Company? 
. . 

The obvious diffe~ence.between the two methods is in the way they are shown on the 

spreadsheets. The other difference in the two analysis is the incorporation of Staff's- : 
weather normalization and revenue deficiencies by customer class to adjust the "per 

books" billing determinants to calculate an adjusted test year revenue. I then plug in the 

proposed service charges and increase or decrease the Non-Gas Commodity rate per 

therm until the target revenue adjustment is achieved. 

What rate design changes does  the Company propose for Residential customers? 

The Company is not proposing any rate design changes for its Residential customers. 

The Company is proposing to increase the daily residential customer charge from $0.25 

to $0.26. This would increase the average monthly Basic Service Charge by $0.31 to 

$7.91. 

What rate design changes does  the Staff propose for Residential customers? 

Staff is proposing to keep the basic rate design structure. It is my opinion that the Basic 

Service Charge for the Residential customers should not be changed as recommended 

by Staff Witness Towers. The $87,161 portion of.the overall increase that Staff Witness 

Towers has recommended for the residential class would be recovered through an 

increase in the Distribution Delivery Charge. I have calculated that rate to be $1.46372. 

What rate design changes does  the Company propose for Small and Large Meter 

Firm General Service customer classes? 

As with the Residential class, the Company is not proposing any changes in the design 

of the rates for the Small and Large Meter Firm General Service classes. The Company 

is proposing to increase the Basic Service Charge for Small Meter customers by $0.02 

per day to $0.35 per day or by an average of $0.61 to $1 0.65 per month. The increase in 
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the Basic Service Charge for the Large Meter Firm customers would be $0.04 per day or 

on average $1.21 per month to $21.29. 

What rate design changes does the Staff propose for Small and Large Meter Firm 

General Service customers? 

Staff is proposing to keep the current basic rate design structure for both the Small and 

Large Meter General Service customer classes. Staff Witness Towers has testified that 

$1 16,509 of the entire rate increase recommended by Staff be assigned to the Firm 

General service class. Based on that recommendation and the Customer Cost analysis 

in Staff Witness Towers' Exhibit N o . ( R G T - 4 ) )  it is my opinion that the Basic Service 

Charge for Small Meter Firm General Service customers should be increased as 

proposed by the Company to $0.35 per day for the Small Meter Firm customers and 

$0.70 per day for the Large Meter Firm customers. The balance of theincrease would be 

recovered by increasing the Distribution Delivery Charge to $1 .I 1250 per dekatherm. My 

calculations in Exhibit-(MCB-5) shows that the rates proposed will generate the 

additional revenue requirement allocated to the Firm General Service customer class. 

Are you recommending any changes to the Optional Seasonal General Gas 

Service Rate 72? 

It is my opinion that the current rate design should be retained and the NonGas 

Commodity Charge should be set at the same levels as that of the Firm General Gas 

Service rate. The Base Rate should also remain at the same levels as the Small and 

Large Meter Firm customers in Rate 71. 

What changes are proposed for Ellsworth Air Force Base and the other 

Interruptible and Transportation customer classes? 

The following table shows the current tariffed rates and both the Company and Staff 

proposed rates for these customers. 
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I 

Current Rate 

I 
Proposed Rate by Company; 

I 

$95.00 per month 

I 

Proposed Rate by Staff: 

$0.062 per dk 

I 

$95.00 per month 

I 1 Commodity Charge I Commodity Charge I 

$0.062 per dk . .  . 

. ,  . ,  
I 

$95.00 per monfli 

Base Rate 

Current Rate; 

. . 
$0.062 per dk . . . 

I I 

1 I Commodity Charge I Commodity Charge I 

Max. Rate per Dk 

$50.00 per month 

Proposed Rate by Company; 

I Base Rate I Max. Rate Per Dk I Min. Rate Per Dk ( 

Min.  ate Per Dk 

$50.00 per month 

Proposed Rate by Staff: 

$50.00 per month 

$0.453 per dk 

$175.00 per month $0.183 per dk $0.090 per dk 

$0.1 31 per dk 

$0.453 per dk 

$0.453 per dk 

Current Rate; 

$150.00 per month 

I I 

Proposed Rate by Staff: I 

$0.131 perdk 

$0.131 per dk 

Proposed Rate by Company; 

$0.177 per dk 

I I Commodity Charge I Commodity Charge I Balancing I 

$0.090 per dk 

I I 

$175.00 per month 

Base Rate 

4 I I 

Proposed Rate by Company; 

$0.181 92 per dk 

$1 25.00 

$0.090 per dk 

Current Rate; 

Max. Rate Per Dk 

$0.453 per dk 

Min. Rate Per Dk 

$0.1 31 per dk / $0.300 per dk 

Charge per Dk 
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I I I 

Proposed Rate by Staff: 
. . 

$125.00 

$125.00 1 $0.45549 per dk I $0.1 31 per dk 1 $0.300 per dk 
I I I 

Large Interruptible Genei-al ,Gas Transportation Service Rate 82 - - . 

I Commodity Charge ( Commodity Charge ( Balancing 

$0.453 per dk 

I Base Rate I Max. Rate Per Dk I Min. Rate Per Dk I Charge per Dk I 

$0.1 31 per dk 1 $0.300 per dk I 

I I 1 

Proposed Rate by Company; 

I I I 

Current Rate; 

$200.00 

I I I 
Proposed Rate by Staff: 

$225.00 

$225.00 1 $0.18192 per dk 1 $0.090 per dk 1 $0.300 per dk 

$0.177 per dk 

It is Staff Witness Towers' opinion that the revenue requirement for the Small and Large 

$0.090 per dk I $0.300 per dk 

$0.183 per dk 

lnterruptible customer classes be increased by $942.00 and $5,831 .OO respectively. It is 

$0.090 per dk 1 $0.300 per dk 

recommendation that the Base Rate be increased by $25.00 for both classes. The 

Distribution Delivery Charge has been adjusted from $0.45300 to $0.45549 per 

Dekatherm to recover the balance of the recommended increase in revenues for the 

Small lnterruptible class. Similarly, an increase in the Distribution Delivery Charge from 

$0.1 7700 to $0.1 81 92 per Dekatherm is recommend for the Large lnterruptible class to 

recover the balance of the revenue increase proposed by Staff Witness Towers. 

In Exhibit (MCB-5) Schedule 3 and Schedule 4 you show adjustments for 

customers that were reclassified and cut out of service. Please explain those 

adjustments. 

A reclassified customer is a customer that was switched from receiving service under 

one rate to another. In this instancea Small lnterruptible (Rate 71) customer was 

switched to Rate 70, the Firm General Service rate and a Large lnterruptible 

Transportation (Rate 82) customer was reclassified as a Small lnterruptible (Rate 81) 

customer. 
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Adjustments have also been made to the Small Interruptible General Gas Transportation 

rate because of customers being cut out of service in Rate 81 and Rate 82. 

Have you prepared a bill comparison using the current rates and Staff's proposed 

rate design? 

Yes, I have. In Exhibit (MCB-6) I compare typical bills using the current rates with 

Staff's proposed rates for the Residential and Firm Commercial customers. I did not 

calculate typical bills for the Contract, lnterruptible and Transportation customers. 

However, Exhibit (MCB-7) does show the overall percent increase for the 

Interruptible and Transportation customer classes. The rates for the Contract customers 

did not change, but are shown in the same exhibit. 

Does this conclude your testimony? 

Yes. 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

NORMAlLlZED UNBILLED DEKATHERMS 
SOUTH DAKOTA 
TEST YEAR ENDED DECEMBER 31,2003 

LINE 
NO. RATE CLASS 

( 4  

1 RESIDENTIALUNBILLED SALES 
2 RESIDENTIALUNBILLED SALES 

3 SMALL METER FlRM UNBILLED SALES 
4 SMALL METER FlRM UNBILLED SALES 

5 LARGE METER FlRM UNBILLED SALES 
6 LARGE METER FlRM UNBILLED SALES 

7 SMALL INTERRUPTIBLE 
8 SMALL INTERRUPTIBLE 

9 TOTAL UNBILLED SALES 

Sources: 

Column (6): Exhibit- (MCB-1) Schedules 6-2 Column ( I )  

Exhibit - (MCB-1) 
Schedule 1 
Page 1 of 1 

NORMALIZED 
UNBILLED 

DEKATHERM'S 
(B) 

TOTAL NORMALIZED UNBILLED THERMS 



LINE 
NO 

1 
2 
3 
4 
5 
6 
7 
8 
9 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

SOUTH DAKOTA 
BILLLED SALES 

RATE CLASS 
(A) 

RESIDENTIAL 
SMALL METER FlRM GENERAL 
LARGE METER FlRM GENERAL 
SMALL INTERRUPTIBLE 
SMALL INTERRUPTIBLE TRANSPORTATION 
ELLSWORTH AIR FORCE BASE 
RATE 702 - FlRM GENERAL 
LARGE INTERRUPTIBLE TRANSPORTATION SERVICE 

TOTAL 

DEKATHERM 
ADJUSTMENT 

(B) 

Sources: 
Column (B) Lines 1-4, and 6-7: E x h i b i t ( M C B - 1 )  Schedule 6-1 Column (L) 
Column (6) Line 5: E x h i b i t ( M C 6 - 3 )  Schedule 1-1 Column (L) 
Column (B) Line 8: Exh ib i t (MCf3-4)  Schedule 1-1 Column (L) 

Exhibit - (MCB-1) 
Schedule 2 
Page 1 of 1 

TOTAL NORMALIZED UNBILLED THERMS 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

Exhibit - (MCB-I) 
Schedule 3-3 

Page 2 of 2 

FIRM GENERAL SERVICE - LARGE METERS AIR FORCE BASE RATE 702 - FIRM GENERAL SERVICE 
AVG USE AVG USE AVG USE 

LINE 3 MONTH 3 MONTH 3 MONTH 
DEKATHERM DEKATHERM DEKATHERM 

NO. CUSTOMERS SALES ENDING CUSTOMERS SALES ENDING CUSTOMERS SALES ENDING 
(K) ('4 (M) (N) (0) (PI (Q) (R) (S) 

I N/A N/A N/A N/A N/A N /A 

Black Hills Area Weather Normal - RC APO 



STATE: 
WEATHER STATION; 

DEGREE DAYS 
LINE 

NO. MONTH 
(A) 

1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 
13 DEC 

Sources: 

YEAR 
(B) 
2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 
88 
16 
2 1 

190 
52 1 
934 

ACTUAL 
(Dl 

1,027 
1,198 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

SOUTH DAKOTA 
Rapid City APO 
RESIDENTIAL 
RATE 60 

CUSTOMERS 
(E) 

NIA 
36,257 
36,362 
36,379 
36,324 
36,227 
36,169 
36,101 
36,147 
36,481 
36,873 
37,036 

DEKATHERM 
SALES 
(F) 

NIA 
476,231 
472,767 
452,431 
285,540 
195,400 
1 13,424 
77,839 
59,025 
72,442 

132,851 
284,963 
425,458 

3,048,371 

AVG USE 
3 MONTH 

ENDING 
(GI 

1 0.7442 
12.521 0 
12.8574 
11.1011 
8.5685 
5.4669 
3.5638 
2.3086 
1.9250 
2.41 38 
4.441 1 
7.5928 

Exhibit - (MCB-I) 
Schedule 3-3 

Page 1 of 2 

FIRM GENERAL SERVICE - SMALL METERS 
RATE 700 AVG USE 

3 MONTH 
DEKATHERM 

CUSTOMERS SALES ENDING 
(H) (1) (J) 

NIA NIA 
3,547 84,004 18.7258 
3,557 87,546 22.7053 
3,559 85,886 24.1429 
3,547 44,997 20.4848 
3,530 27,101 14.8537 
3,522 14,875 8.2058 
3,525 10,470 4.9585 
3,514 8,780 3.2312 
3,522 9,186 2.6925 
3,554 ' 15,622 3.1717 
3,579 45,393 6.5885 
3,592 71,306 12.3376 

42,548 505,166 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 (Revised) 
Column (D): NOAA Climatological Data for South Dakota Volume 107 Number 12 to Volume 108 Number 12 
Columns (E), (F), (H), (I), (K), (L), (N), (0), (Q), and (R): MDU Response to Staff Data Request No. 1-4 

Black Hills Area Weather Normal - RC APO 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

Exhibit - (MCB-1) 
Schedule 3-2 

Page 2 of 2 

(A) (8) (C I  (D) (El (F) (GI (H) (1) (J) 
TEMP. UNBlLLED UNBILLED 

SENSlTlVE NORMALIZED NORMALIZED 

LINE NUMBER OF BASE LOAD SALES NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE TOTAL SALES UNBlLLED WEATHER 
NO. MONTH YEAR CUSTOMERS THERM SALES SALES (THERM'S) (THERM'S) HEATING DD HEATING DD FACTOR SALES (THERM'S) (THERM'S) ADJUSTMENT 

RATE: RESIDENTIAL 

1 D E C  2003 37,153 21 2,729 35,760 176,969 1.030.4 1,033.0 0.99743 176,515 

3 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 0.962512 1 RESIDENTIAL 

TEMP. UNBILLED UNBlLLED 
SENSITIVE NORMALIZED NORMALIZED 

LINE NUMBER OF BASE LOAD SALES NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE TOTAL SALES UNBILLED WEATHER 
NO. MONTH YEAR CUSTOMERS THERM SALES SALES FHERM'S) (THERM'S) HEATING DD HEATING DD FACTOR SALES (THERM'S) (THERM'S) ADJUSTMENT 

RATE: F I R M  G E N E R A L  SERVICE - SMALL M E T E R S  

5 D E C  2003 3,592 35,653 . 4,836 30,817 1,030.4 1,033.0 0.99743 30,738 

RATE: F I R M  G E N E R A L  SERVICE - L A R G E  M E T E R S  

6 D E C  2003 1,338 101,639 25,235 76,404 1,030.4 7,033.0 0.99743 76,208 101,443 (1 96) 

7 BASE LOAD = A V G  SALES I C U S T O M E R  F O R  JUL, AUG, & SEP TIMES PER MONTH = 1.3463 1 FIRM G E N E R A L  SERVICE - SMALL M E T E R S  
8 B A S E  L O A D  = A V G  S A L E S  / C U S T O M E R  F O R  JUL, AUG, & SEP T I M E S  P E R  M O N T H  = 18.8601 1 F I R M  G E N E R A L  SERVICE - L A R G E  M E T E R S  

Column (A), (B), (E), and  (F): ~ x h i b / t  (MCB-1) Schedule 3-3 
Column (C): Column (A) ' Base Load  

Black Hills Area Weather Normal - RC APO 
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South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

Exhibit - (MCB-1) 
Schedule 3-2 

Page 1 of 2 

WEATHER STA RAPID CITY APO 

SENSITIVE TEMP. SENSITIVE NORMALIZED 
LINE NUMBER OF DEKATHERM BASE LOAD SALES NORMAL ACTUAL NORMALIZATION SALES TOTAL SALES UNBILLED WEATHER 
NO. MONTH YEAR CUSTOMERS SALES SALES (THERM'S) (DEKATHERM'S) HEATING DD HEATING DD FACTOR (DEKATHERM'S) (DEKATHERM'S) ADJUSTMENT 

RATE: RESIDENTIAL 

1 DEC 2002 36,257 (238,116) (34,898) (203,218) 1,329.4 1,107.5 1.20037 (243,936) (278,834) (40,719) 

3 BASE LOAD = AVG SALES / CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 0.962512 / RESIDENTIAL 

LINE NUMBER OF DEKATHERM 
NO. MONTH YEAR CUSTOMERS SALES 

5 DEC 2002 3,547 (42,002) 

TEMP. 
SENSITIVE 

BASE LOAD SALES NORMAL 
SALES (THERM'S) (DEKATHERM'S) HEATING DD 

6 DEC 2002 1,324 (1 13,207) (24,971) (88,236) 1,329.4 

UNBILLED 
NORMALIZED UNBILLED 

TEMP. SENSITIVE NORMALIZED 
ACTUAL NORMALIZATION SALES TOTAL SALES UNBILLED WEATHER 

HEATING DD FACTOR (DEKATHERM'S) (DEKATHERM'S) ADJUSTMENT 

RATE: FIRM GENERAL SERVICE - SMALL METERS 

1,107.5 1.20037 (44,686) (49,461) (7.459) 

RATE: FIRM GENERAL SERVICE - LARGE METERS 

1,107.5 1.20037 (105,916) (1 30,886) (17,680) 

7 BASE LOAD = AVG SALES / CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 1.3463 1 FIRM GENERAL SERVICE - SMALL METERS 
8 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 18.8601 1 FIRM GENERAL SERVICE - LARGE METERS 

Black Hills Area Weather Normal - RC APO 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

REVENUE CLASS : RATE 702- FIRM.GENERAL SERVICE 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
NO. MONTH YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Dks) HEATING DD 

JAN 
FEE 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

70 BASE LOAD = AVG SALES I CUST FOR 3 MO ENDING OCT 

Sources: 
Columns (C) and (D): Response to Data Request 1-30 
Column (E): Column (C) ' Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exhibit - (MCB-8); Column (C) and (0) Exhibit-(MCB-I) Schedule 3-3 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (0) 
Llnesl4, 28, 42, 56 and 70: Exhibit - (MCB-1) Schedule 3-3 

ACNAL 
HEATING DO 

Exhibit - (MCB-1) 
Schedule 3-1 

Page 4 of 4 

NUKMALlLtU NUKMALlLtU WtAlHtK 
NORMALIZATION TEMP. SENSITIVE TOTAL SALES ADJUSTMENT 

FACTOR SALES (DksS) (Dks) (Dks) 

41.059.2667 I RATE 702 -FIRM GENERAL SERVICE 

Black Hills Area Weather Normal - RC APO 



REVENUE CLASS : ELLSWORTH AFB 

LINE 
NO. MONTH 

43 JAN 
44 FEB 
45 MAR 
46 APR 
47 MAY 
48 JUN 
49 JUL 
50 AUG 
51 SEP 
52 OCT 
53 NOV 
54 DEC 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
YEAR CUSTOMERS Dk SALES SALES (Oks] SALES (Dkr;) HEATING DD 

12 537,378 89,688 447,690 

BASE LOAD = AVG SALES ICUST FOR 3 MO ENDING SEP 

ACTUAL 
HEATING DD 

1,027.0 
1,209.0 
1,212.0 

924.0 
505.0 
320.0 
134.0 

17.0 
220.0 
385.0 

1,087.0 

NORMALIZATION 
FACTOR 

NUKMALtLtU 
TEMP. SENSITIVE 

SALES (DksS) 

NUHMALILtU 
TOTAL SALES 

Dks) 

Exhibit - (MCB-1) 
Schedule 3-1 

Page 3 of 4 

WkAlIitH 
ADJUSTMENT 

(OW 

14,364 
4,346 

(9.385) 
74 

6,594 
(446) 

(450) 
7,363 

59,163 66.637 (9,692) 

460,458 550,146 12,768 

7.474.0000 / ELLSWORTH AFB 

Black Hills Area Wealher Normal - RC APO 
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Schedule 3-1 

Page 2 of 4 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

REVENUE CLASS : FlRM GENERAL SERVICE - SMALL METERS 

NORMALIZED NORMALIZED WEATHER 
ACNAL NORMALIZATION TEMP. SENSITIVE TOTAL SALES ADJUSTMENT 

HEATING DO FACTOR SALES (DksS) (OW ( W  
LlNE 
NO. MONTH 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Dks) HEATING DO 

15 JAN 

16 F E B ;  
17 MAR 
18 APR 
19 MAY 
20 JUN 
21 JUL 
22 AUG 
23 SEP 
24 OCT 
25 NOV 
26 DEC 

84.004 9,550 
87,546 9,577 
85.886 9,583 
44,997 9,550 
27,101 9,505 
14,875 9,483 
10,470 10,470 
8.780 8,780 
9,186 9,186 

15,622 9,569 
45,393 9.637 
71,306 9,672 

505,166 114,563 

'BASE LOAD = AVG SALES 1 CUST 

390,603 

FOR 3 MO ENDING SEP 2.6925 1 FlRM GENERAL SERVICE - SMALL METERS 

REVENUE CLASS : FlRM GENERAL SERVICE - LARGE METERS 

NUKMALlLtU NUKMAULtU WtAlHtK 
ACNAL NORMALIZATION TEMP. SENSITIVE TOTAL SALES ADJUSTMENT 

HEATING DO FACTOR SALES (DksS) (Dks) (ow 
LlNE 
NO. MOMH 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
YEAR CUSTOMERS Dk SALES SALES (Dks) SALES (Dks) HEATING 0 0  

29 JAN 
30 FEB 
31 MAR 
32 APR 
33 MAY 
34 JUN 
35 JUL 
36 AUG 
37 SEP 
38 OCT 
39 NOV 
40 DEC 

'BASE LOAD = AVG SALES 1 CUST FOR 3 MO ENDING SEP 37.7201 1 FlRM GENERAL SERVICE - LARGE METERS 

Black HNls Area Weather Nonal- RC APO 



LINE 
NO. MONTH 

1 JAN 
2 FEB 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization 
Test Year Ending December 31,2003 

WEATHER STATION: Rapid City 
REVENUE CLASS : RESIDENTIAL 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL 
YEAR CUSTOMERS OkSALES SALES (Dks) SALES (Oks) HEATING DD 

BASE LOAD = AVG SALES ICUST FOR 3 MO ENDING SEP 

(H) 

ACNAL 
HEATING DD 

Exhibit - (MCB-1) 
Schedule 3-1 

Page 1 of 4 

(1) NORMALIZED (J) [to 
NORMALIZED 

(L) 
WEATHER 

NORMALIZATION TEMP. SENSITIVE TOTAL SALES ADJUSTMENT 
FACTOR SALES (DkS) (Dks) (DkS) 

1.20037 487,873 557,669 81,438 
0.99381 400,276 470,274 (2,493) 
0.85582 327.266 397,297 (55,134) 
1.14573 247,037 316,962 31,422 
1.05354 132,390 202,128 6,728 
0.95234 41,710 111,336 (2,088) 
0.00000 77,839 
0.00000 59,025 
0.00000 72,442 
1.07036 66,223 137,204 4,353 
0.95614 204,297 275,592 (9,371) 
0.99743 353,030 424,550 (908) 

2,260,102 3,102,318 53,947 

1.9250 1 RESIDENTIAL - SMALL METERS 

Black Hills Area Weather Normal - RC APO 



Montana-Dakota Utilities 
South Dakota - Gas 

Rate 71 Small Interruptible 
Weather Normalization 

T e s t  Year Ending December 31,2003 

RATE 71 0 SMALL INTERRUPTIBLE COMBINED 

LINE CUSTOMER 
NO. ID NO. 

1 167 
2 522 
3 527 
4 532 
5 533 
6 539 
7 554 
8 555 

9 SUBTOTAL 

Dk SALES 
5,455 

598 
2,186 
4,863 
3,183 
6,133 
2,301 
6,904 

31,622 

None Weather Sensitive Customers 

10 556 2,087 
11 540 1,306 
12 574 14 
13 222 48 
14 558 0 

15 SUBTOTAL 3,454 

16 TOTAL 35,076 

BASE LOAD 
SALES 

(Dk) 
3,048 

133 
68 

2,767 
227 
289 

13 
5,829 

12,373 

TEMP. 
SENSITIVE 

SALES 
(Dk) 

2,407 
465 

2,118 
2,096 
2,956 
5,844 
2,145 
1,076 

19,105 

Sources: 
Lines 1 - 8: E x h i b i t ( M C B - 2 )  Schedule 3-1 to 10-1 
Lines 10 - 15: Response to Staff Data Request No. 1-4 

(E) 
NORMALIZED 

TEMP. 
SENSITIVE 

SALES 
(Dk) 

2,487 
474 

2,229 
2,109 
3,047 
5,995 
2,201 
1,095 

19,637 

Exhibit - (MCB-2) 
Schedule 1 
Page 1 of 1 

NORMALIZED 
TOTAL SALES 

(Dk) 
5,535 

607 
2,297 
4,876 
3,274 
6,284 
2,357 
6,923 

32,153 

WEATHER 
ADJUSTMENT 

(Dk) 
80 
8 

111 
13 
9 1 

151 
57 
19 

531 

Rapid City Weather Normal - Rate 71 Combined 



Montana-Dakota Utilities 
South Dakota - Gas 

Rate 71 Small Interruptible 
Weather Normalization Unbilled Sales 

Test Year Ending December 31,2003 

WEATHER STATION: RAPID CITY APO 

RATE: 71 SMALL INTERRUPTIBLE 

(G) (HI 
UNBILLED 

(1) 

NORMALIZED UNBILLED 

Exhibit - (MCB-2) 
Schedule 2 
Page 1 of 1 

BASE LOAD SENSITIVE TEMP. SENSITIVE NORMALIZED 
LINE NUMBER OF SALES SALES NORMAL ACTUAL NORMALIZATION SALES TOTAL SALES UNBILLED WEATHER 
NO. MONTH YEAR CUSTOMERS DKTSALES (DKS) (DK'S) HEATING DD HEATING DD FACTOR (DK'S) (DK'S) ADJUSTMENT 

1 DEC 2002 8 (7,560) (2,357) (5,203) 1,329.4 1,107.5 1 .ZOO37 

2 DEC 2003 6 5.839 1,768 4,071 1,030.4 1,033.0 0.99743 

3 BASE LOAD = AVG SALES I CUSTOMER FOR JUL, AUG, & SEP TIMES PER MONTH = 294.668750 I RATE 71 - SMALL INTERRUPTIBLE 

Sources: 

Column (A): Response ro Data request No. 1-4 
Column (8): One Half June Sales to Weather Sensitive Customers; Exhibit-(MCB-2) Schedule 3-1 to 10-1 
Column (C): Column (A) ' Baseload 
Column (E) and (F): Exhibit-(MCB-2) Schedule 3-1, Actual and Normal HDD 

Rapid City Weather Normal - Rate 71 Combined 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 167 
Test Year Endlng December 31,2003 

Exhibit - (MCB-2) 
Schedule 3-1 

Page 1 of 1 

WEATHER STATION: Rapld Clty 
REVENUE CLASS : CUSTOMER ID 167 

(A) (0) (Cl (Dl (El (F) (G) (HI (1) (J) (K) ('-1 
NORMALIZED WEATHER 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
NO. MONTH YEAR CUSTOMERS DkT SALES SALES (DkTj SALES (DkTj HEATING DO HEATING DD FACTOR SALES (DkT) TOTAL SALES (DkTj (Dkl) 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

Sources: 
Column (C) and (D): E x h I b i t ( M C 0 - 2 )  Schedule 3-2 
Column (E): Column (C) ' Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): E x h i b i t ( M C 6 - 8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapld City Wealher Normal - Cuniomer ID 167 



LINE 
NO. MONTH 

( 4  
1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 
13 DEC 

STATE: 
WEATHER STATION; 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 167 
Test Year Ending December 31,2003 

SOUTH DAKOTA 
Rapid City APO 

DEGREE DAYS CUSTOMER ID 167 

YEAR 

(B) 
2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 
88 
16 
2 1 

190 
521 
934 

1,233 

ACTUAL 
(D) 

1,027 
1,198 
1,213 

924 
505 
320 
54 

- 
17 
65 

385 
1,087 
1,063 

CUSTOMERS 

(E) 
NIA 

1 
1 
1 
1 
1 
I 
1 
I 
1 

DK THERM SALES 
(F) 

NIA 
821.3 
881.7 
884.2 
773.0 
548.4 
530.0 
456.9 
270.2 
288.8 

AVG USE 
3 MONTH 
ENDING 

(G) 

821.3000 
851.5000 
862.4000 
846.3000 
735.2000 
61 7.1333 
51 1.7667 
41 9.0333 
338.6333 
279.5000 
288.8000 

#DIV/O! 

Exhibit - (MCB-2) 
Schedule 3-2 

Page 1 of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number I to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 167 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 522 
Test Year Ending Oeixmber 31,2003 

Exhibit - (MCB-2) 
Schedule 4-1 

Page 1 of I 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 522 

(A) (8) (c)  [Dl El (F) (G) (H) (I) NORMALIZED (J) (K) (L) 
WEATHER 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
NO. MONTH YEAR CUSTOMERS DkT SALES SALES (DkT) SALES (DkT) HEATING OD HEATING OD FACTOR SALES (DkT) TOTAL SALES (DkT) (Dkn 

1 JAN 
2 FEE 
3 MAR 
4 APR 

5 MAY 

6 JUN 
7 JUL 
8 AUG 

9 SEP 
10 OCT 
11 NOV 
12 DEC 

Sources: 
Column (C) and (D): E x h i b i t ( M C B - 2 )  Schedule 4-2 
Column (E): Column (C) ' Baseload 

Column (F): Column (D) - Column (E) 

Column (G) and (H): Exhibit-(MCB-8) 

Column (I): Column (G) I Column (H) 
Column (J): Column (F) ' Column (I) 
Coulmn (K): Column (E) + Column (J) 

Column (L): Column (K) - Column (D) 

Rapid Cily Wealher Normal- Cuslomer ID 522 



LINE 
NO. MONTH 

(A) 
1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 
13 DEC 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 

a 2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

DEGREE DAYS 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 
88 
16 
21 

190 
52 1 
934 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 522 
Test Year Ending December 31,2003 

ACTUAL 
(Dl 

1,027 
1, I98 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 522 

CUSTOMERS 
(El 

NIA 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 

DK THERM SALES 
(F) 

NIA 
71.5 
78.2 
89.6 
65.9 
53.0 
34.0 
13.8 
7.5 

11.9 
33.6 
69.0 

AVG USE 
3 MONTH 
ENDING 

(GI 

70.3000 
73.3667 
79.7667 
77.9000 
69.5000 
50.9667 
33.6000 
18.4333 
1 1.0667 
17.6667 
38.1667 

Exhibit - (MCB-2) 
Schedule 4-2 

Page 1 of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 522 



LINE 
NO. MONTH 

1 JAN 
2 FEB 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

WEATHER STATION: 
REVENUE CLASS : 

NUMBER OF 
YEAR CUSTOMERS 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 527 
Test Year Ending December 31,2003 

Rapid City 
CUSTOMER ID 527 

BASE LOAD TEMP. SENSITIVE 
DkT SALES SALES (DkT) SALES p h l l  

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 5-2 
Column (E): Column (C) Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) 'Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

('3 

NORMAL 
HEATING DO 

1,329 
1,268 

971 
758 
497 
2.1 0 
51 
8 

76 
294 
691 

1,030 

(H) 

ACWAL 
HEATING DD 

1,107 
1,276 
1,134 

661 
472 
220 
60 
0 

61 
275 
723 

NORMALIZATION 
FACTOR 

(J) 
NORMALIZED 

TEMP. SENSITIVE 
SALES pkT)  

NORMALIZED 
TOTAL SALES (OkT) 

Exhibit - (MCB-2) 
Schedule 5-1 

Page 1 of 1 

('4 
WENHER 

ADJUSTMENT 
PkT) 

108.3 
(3.4) 

(50.6) 
44.1 
12.9 
(3.8) 

3.9 

Rapid CJiy WealherNormal- Customer ID 527 



LINE 
NO. MONTH 

(A) 
1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

DEGREE DAYS 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
,595 
31 3 

88 
16 
2 1 

190 
52 1 
934 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 527 

ACTUAL 
(Dl 

1,027 
1,198 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 

Test Year Ending December 31,2003 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 527 

CUSTOMERS DK THERM SALES 
(El (F) 

NIA NIA 
1 547.2 
1 553.3 
1 357.7 
I 309.6 
1 248.0 
1 86.9 
I 7.7 
1 6.4 
1 6.2 
1 62.5 

13 DEC 2003 1,233 1,063 

14 7,211 6,831 I 0  2,185.5 

Sources: 

AVG USE 
3 MONTH 
ENDING 

(GI 

547.2000 
550.2500 
486.0667 
406.8667 
305.1 000 
214.8333 
1 14.2000 
33.6667 
6.7667 

25.0333 
34.3500 
62.5000 

Exhibit - (MCB-2) 
Schedule 5-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number I to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 527 



Exhibit - (MCB-2) 
Schedule 6-1 

Page 1 of 1 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 532 
Test Year Ending December31, ZOO3 

WEATHER STATION: 
REVENUE CLASS : 

Rapid City 
CUSTOMER ID 532 

(J) 
NORMALIZED 

TEMP. SENSITIVE 
SALES (DkT) 

(L) 
WEATHER 

ADJUSTMENT 
m T )  

ACTUAL 
HEATING DO 

NORMALIZATION 
FACTOR 

NORMALIZED 
TOTAL SALES (DkT) 

NUMBER OF 
YEAR CUSTOMERS 

BASE LOAD TEMP. SENSITIVE 
DkT SALES SALES (DkT) SALES (DkT) 

NORMAL 
HEATING DD 

1 JAN 
2 FEB 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

Sources: 
Column (C) and (D): Exhlb l t (MCB-2)  Schedule 6-2 
Column (E): Column (C) ' Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): E x h i b i t ( M C 0 - 8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) ' Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapld Cily Wealhar Normal - Cuslomer ID 532 



LINE 
NO. MONTH 

(A) 
1 DEC 
2 JAN 
3 FEE 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2083 
2003 

DEGREE DAYS 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 

8 8 
16 
2 1 

190 
521 
934 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 532 
Test Year Ending December 31,2003 

ACTUAL 
(Dl 

1,027 
1 , I  98 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 532 

CUSTOMERS 
(El 

NIA 
1 
1 
1 
1 
I 
1 
I 
1 
1 
1 
1 

DK THERM SALES 
(F) 

NIA 
563.8 
348.5 
831.7 
468.6 
346.9 
306.0 
283.4 
195.1 
21 3.4 
314.2 
428.5 

13 DEC 2003 1,233 1,063 1 563.1 

14 7,211 6,831 12 4,863.2 

Sources: 

AVG USE 
3 MONTH 
ENDING 

(GI 

51 8.4667 
491 .8000 
581.3333 
549.6000 
549.0667 
373.8333 
312.1000 
261.5000 
230.6333 
240.9000 
31 8.7000 
435.2667 

Exhibit - (MCB-2) 
Schedule 6-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal -Customer ID 532 



Exhibit - (MCB-2) 
Schedule 7-1 

Page 1 of 1 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 533 
Tes t  Year Ending December 31,2003 

WEATHER STATION: 
REVENUE CLASS : 

Rapid City 
CUSTOMER ID 533 

(G) 

NORMAL 
HEATING DD 

(H) 

ACTUAL 
HEATING DD 

(0 
NORMALIZATION 

FACTOR 

( J )  
NORMALIZED 

(L) 
WEATHER 

ADJUSTMENT 
P T )  

LINE 
NO. MONTH 

NUMBER OF 
YEAR CUSTOMERS 

BASE LOAD TEMP. SENSITIVE 
DkT SALES SALES (Dkn SALES (DkT) 

TEMP. SENSITIVE 
SALES (DkT) 

NORMALIZED 
TOTAL SALES (DkT) 

1 JAN 
2 FEE 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 7-2 
Column (E): Column (C) ' Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exhibi?_(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) Column (I) 
Coulrnn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapid Cily Wealher Nomlal- Cuslomar ID 533 



LINE 
NO. MONTH 

(A) 
1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 . O C T  
12 NOV 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

DEGREE DAYS 

NORMAL 
('7 

1,233 
1,314 
1,061 

925 
595 
31 3 

88 
16 
2 1 

I 9 0  
52 1 
934 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 533 
Test Year Ending December 31,2003 

ACTUAL 
(Dl 
I ,027 
1,198 
1,213 

924 
505 
320 

54 

17 
65 

385 
1,087 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 533 

CUSTOMERS 
(El 

NIA 
I 
1 
1 
1 
1 
I 
1 
1 
1 
I 
I 

DK THERM SALES 
(F) 

NIA 
61 0.6 
505.1 
469.4 
309.6 
144.2 
92.1 
12.4 
10.1 
34.3 

184.6 
371.6 

13 DEC 2003 1,233 1,063 1 438.8 

14 7,211 6,831 12 3,182.8 

Sources: 

AVG USE 
3 MONTH 
ENDING 

(GI 

473.6667 
518.1667 
528.3667 
428.0333 
307.7333 
181.9667 
82.9000 
38.2000 
18.9333 
76.3333 

196.8333 
331.6667 

Exhibit - (MCB-2) 
Schedule 7-2 

Page 1 of 1 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 533 



LINE 
NO. MONTH 

1 JAN 
2 FEE 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 539 
Test Year Ending December 31,2003 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 539 

NUMBER OF BASE LOAD TEMP. SENSITIVE 
YEAR CUSTOMERS OkT SALES SALES (DkT) SALES (DkT) 

Sources: 
Column (C) and (D): Exhibit-(MCB-2) Schedule 8-2 
Column (E): Column (C) Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exh ib i t (MCI3 -8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) 'Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

(GI 

NORMAL 
HEATING DD 

1,329 
1,268 

971 
758 
497 
21 0 
51 

6 
76 

294 
691 

1.030 

ACNAL NORMALIZATIDN 
HEATING DD FACTOR 

(J) 
NORMALIZED 

TEMP. SENSITIVE 
SALES [OkT) 

Exhibit - (MCB-2) 
Schedule 8-1 

Page 1 of 1 

(K) (L) 
WEATHER 

NORMALIZED ADJUSTMENT 
TOTAL SALES (DkT) (DkT) 

Rapid Clly Weather Normal - Cuslorner ID 539 



Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 539 
Test Year Ending December 31,2003 

STATE: SOUTH DAKOTA 
WEATHER STATION; Rapid City APO 

DEGREE DAYS CUSTOMER ID 539 
LINE 
NO. MONTH YEAR NORMAL ACTUAL CUSTOMERS DK THERM SALES 

(A) 
DEC 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 

AUG 
SEP 
OCT 
NOV 
DEC 

('3 
NIA 

1 
1 
1 
1 
I 
1 
I 
1 
1 
1 
I 
1 

(F) 
NIA 

1,173.7 
1,157.9 
1,042.8 

504.6 
346.5 
194.6 
30.1 
21.8 
20.4 

31 9.5 
556.9 
764.0 

AVG USE 
3 MONTH 
ENDING 

(GI 

831.5333 
1,031 .a667 
1,124.8000 

901.7667 
631.3000 
348.5667 
190.4000 
82.1667 
24.1 000 

120.5667 
298.9333 
546.8000 

Exhibit - (MCB-2) 
Schedule 8-2 

Page 1 of I 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 539 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 554 
Test Year Ending December 31,2003 

Exhibit - (MCB-2) 
Schedule 9-1 

Page 1 of 1 

WEATHER STATION: Rapid City 
REVENUE CLASS : CUSTOMER ID 554 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZ4TION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
NO. MONTH YEAR CUSTOMERS DkT SALES SALES (DkT) SALES (DkT) HEATING DD HEATING DD FACTOR SALES (DkT) TOTAL SALES (DkT) (DkT) 

1 JAN 
2 FEE 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

Sources: 
Column (C) and (0): Exhibit-(MCB-2) Schedule 9-2 
Column (E): Column (C) ' Baseload 
Column (F): Column (0) - Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapld Clly Weather Normal - Cuslomer I 0  554 



LINE 
NO. MONTH 

(A) 
1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 
13 DEC 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 554 
Test Year Ending December 31,2003 

SOUTH DAKOTA 
Rapid City APO 

DEGREE DAYS CUSTOMER ID 554 AVG USE 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 

88 
16 
2 1 

190 
52 1 
934 

ACTUAL 
(Dl 

1,027 
1,198 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 

CUSTOMERS 

(El 
NIA 

1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 

DK THERM SALES 
(F) 

NIA 
470.0 
520.0 
455.8 
226.6 
147.0 
47.5 
13.7 
22.3 

3.0 
11 3.7 
281 .O 

3 MONTH 
ENDING 

(G) 

375.5000 
495.0000 
481.9333 
400.8000 
276.4667 
140.3667 
69.4000 
27.8333 
13.0000 
46.3333 

132.5667 

Exhibit - (MCB-2) 
Schedule 9-2 

Page 1 of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 554 



(A) 

LINE 
NO. MONTH 

1 JAN 
2 FEB 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 
12 DEC 

WEATHER STATION: 
REVENUE CLASS : 

NUMBER OF 
YEAR CUSTOMERS 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Customer ID No. 555 
Test Year Ending December 31,2003 

Exhibit - (MCB-2) 
Schedule 10-1 

Page 1 of 1 

Rapid City 
CUSTOMER ID 555 

OkT SALES 
BASE LOAD TEMP. SENSITIVE 
SALES (OkT) SALES (DkT) 

Sources: 
Column (C) and (D): Exhibit(MCE3-2) Schedule 10-2 
Column (E): Column (C) ' Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): Exhibit-(MCB-8) 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) ' Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) -Column (D) 

NORMAL 
HEATING OD 

ACNAL 
HEATING DD 

(1) (J) (to (L) 
NORMALIZED WEATHER 

NORMALIZATION TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
FACTOR SALES (OkT) TOTAL SALES (OkTJ (Okn 

Rapld City Wealher Normal - Customer ID 555 



LINE 
NO. MONTH 

(A) 
1 DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
I 1  OCT 
12 NOV 
13 DEC 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 
2003 
2003 

: 2003 
2003 
2003 
2003 
2003 
2003 
2003 

DEGREE DAYS 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 
8 8 
16 
21 

190 
52 1 
934 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Customer ID No. 555 
Test Year Ending December 31,2003 

ACTUAL 
(Dl 

1,027 
1,198 
1,213 

924 
505 
320 
54 

17 
6 5 

385 
1,087 

SOUTH DAKOTA 
Rapid City APO 

CUSTOMER ID 555 

CUSTOMERS 
(El 

NIA 
1 
1 
1 
1 
1 
1 
1 
1 
I 
I 
I 

DK THERM SALES 
(F) 

NIA 
677.0 
607.5 
691.4 
536.4 
552.5 
532.2 
516.3 
442.0 
498.9 
599.4 
597.2 

AVG USE 
3 MONTH 
ENDING 

(GI 

642.4667 
645.9000 
658.6333 
61 1.7667 
593.4333 
540.3667 
533.6667 
496.8333 
485.7333 
51 3.4333 
565.1 667 
61 6.6000 

Exhibit - (MCB-2) 
Schedule 10-2 

Page 1 of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Customer ID 555 



Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Rate 81 Small Interruptible Transportation 
Test  Year Ending December 31,2003 

WEATHER STATION: Rapid City 
REVENUE CLASS : RATE 81 - SMALL INTERRUPTIBLE TRANSPORTATION 

LINE NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION 
NO. MONTH YEAR CUSTOMERS Dk SALES SALES (DkT) SALES (DkT) HEATING DD HEATING DD FACTOR 

JAN 
FEE 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

Non-Weather Sensitive Customers 
CUSTOMER 

ID NO. 

257 17,849 
114 16,329 
153 14,081 
526 11,051 
127 14,458 
239 19,904 

3 14,594 
129 33,933 
105 7,548 
115 21,495 
261 16,505 
264 17,504 
229 5,282 

SUBTOTAL 210,533 

TOTAL 354,602 

Sources: 
Column (C) and (D): E x h i b i t ( M C 6 - 3 )  Schedule 1-2 
Column (E): Column (C) Baseload 
Column (F): Column (D) - Column (E) 
Column (G) and (H): E x h i b i t ( M C B - 3 )  Schedule 1-2 
Column (I): Column (G) I Column (H) 
Column (J): Column (F) * Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 
Line 14 to 16: Response to Staff Data Request No. 1-4 

Exhibit - (MCB-3) 
Schedule 1-1 

Page 1 of 1 

(J) (K) 
NORMALIZED 

(L) 
WEATHER 

TEMP. SENSITIVE NORMALIZED ADJUSTMENT 
SALES (DkT) TOTAL SALES (DkT) WkT) 

Rapid City Weather Normal - Rate 810 



LINE 
NO. MONTH 

(A) 
I DEC 
2 JAN 
3 FEB 
4 MAR 
5 APR 
6 MAY 
7 JUN 
8 JUL 
9 AUG 
10 SEP 
11 OCT 
12 NOV 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Rate 81 Small Interruptible Transportation 

STATE: 
WEATHER STATION; 

YEAR 
(B) 

2002 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 
2003 

DEGREE DAYS 

NORMAL 
(C) 

1,233 
1,314 
1,061 

925 
595 
31 3 
8 8 
16 
21 

I 9 0  
52 1 
934 

ACTUAL 
(Dl 

1,027 
1,198 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 

Test Year Ending December 31,2003 

13 DEC 2003 1,233 1,063 

14 7,211 6,831 

Sources: 

SOUTHDAKOTA 
Rapid City APO 

Rate 81 Small Interruptible Transport 

CUSTOMERS 
(El 

NIA 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 

DK THERM SALES 
(F) 

NIA 
19,293 
22,327 
22,672 
18,139 
9,762 
6,780 
3,171 
3,823 
4,181 
5,387 
8,629 

AVG USE 
3 MONTH 
ENDING 

(GI 

996.4125 
1,281.781 3 
1,339.3979 
I ,315.3479 
1,053.5938 

722.51 88 
41 0.7042 
286.9604 
232.8042 
278.9688 
379.0979 

Exhibit - (MCB-3) 
Schedule 1-2 

Page I of I 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 (Revised) 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number 1 to Volume 108 Number 12 
Columns (E) and (F): E x h i b i t ( M C B - 3 )  Schedule 2 

Rapid City Weather Normal - Rate 810 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

13 

Montana-Dakota Utilities 
South Dakota - Gas 

Usage Analysis 
Rate 81 Small Interruptible Transportation 

Test Year Ending December 31,2003 

Exhibit - (MCB-3) 
Schedule 2 
Page 1 of 2 

Rate 81 0 Customer Usage by Month - DekaTherms 

Customer ID Nos. 
Month 194 136 

Jan-03 644.8 547.8 
Feb-03 670.0 597.0 
Mar-03 672.5 601.3 
Apr-03 647.2 466.7 
May-03 538.4 236.3 
Jun-03 396.5 188.9 
Jul-03 261.4 141 .O 

Aug-03 193.4 121.9 
Sep-03 173.8 124.4 
Oct-03 319.0 207.0 
NOV-03 390.9 257.4 
Dec-03 738.8 532.8 

TOTAL 5,646.7 4,022.5 

Source: 
Lines 1-12: Response to Data Request No. 1-4 Rate 81 Usage Analysis 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Montana-Dakota Utilities 
South Dakota - Gas 

Usage Analysis 
Rate 81 Small Bnterruptible Transportation 

Test Year Ending December 31,2003 

Rate 810 Customer Usage by Month - DekaTherms 

Customer ID Nos. 
Month 191 252 

Jan-03 969.9 132.5 
Feb-03 1,060.7 255.6 
Mar-03 1,062.2 223.7 
Apr-03 1,043.6 121.0 
May-03 821.8 31.4 
Jun-03 755.3 9.2 
JuI-03 51 8.6 - 

Aug-03 354.2 - 
Sep-03 339.5 - 
Oct-03 532.4 3.6 
NOV-03 608.4 22.5 

Exhibit - (MCB-3) 
Schedule 2 
Page 2 of 2 

Total 
19,292.9 
22,326.6 
22,671.6 
18,138.5 
9,762.4 
6,780.0 
3,171.4 
3,822.7 
4,180.5 
5,387.3 
8,628.9 

12 Dec-03 867.5 158.3 1,435.4 437.1 2,640.6 4,953.4 19,906.0 

13 TOTAL 8,934.1 957.8 13,957.9 3,763.3 22,941.5 29,034.5 144,068.8 

Source: 
Lines 1-12: Response to Data Request No. 1-4 Rate 81 Usage Analysis 



LINE 
NO. MONTH 

1 JAN 
2 FEB 
3 MAR 
4 APR 
5 MAY 
6 JUN 
7 JUL 
8 AUG 
9 SEP 
10 OCT 
11 NOV 

Montana-Dakota Utilities 
South Dakota - Gas 

Weather Normalization - Large Interruptible Transportation Service - Rate 82 
Test Year Ending December 31,2003 

WEATHER STATION: Rapid City 
REVENUE CLASS : LARGE INTERRUPTIBLE TRANSPORTATION GAS SERVICE - CUSTOMER ID 41 

NUMBER OF BASE LOAD TEMP. SENSITIVE NORMAL ACTUAL NORMALIZATION 
YEAR CUSTOMERS DkT SALES SALES (DkT) SALES (Dkq HEATING DO HEATING OD FACTOR 

(J) 
NORMALIZED 

TEMP. SENSITIVE 
SALES (Dkn 

5,642 
5,881 
4,572 
4,137 
2,322 
1.044 

NORMALIZED 
rOTAL SALES (DkT) 

Exhibit - (MCB-4) 
Schedule 1-1 

Page 1 of 1 

(L) 
WEATHER 

ADJUSTMENT 
corn 

12 DEC 2003 1 6.324.8 1,579.1 4.745.7 934 1,087 0.85925 4,078 5,657 (668) 

13 SUBTOTAL 12 48,967.7 18,948.8 30,018.9 31,098 50,047 1,079 

Sources: 
Column (C) and (0): Exh ib l t (MCB-4 )  Schedule 1-2 
Column (E): Column (C) ' Baseload 
Coluvn (F): Column (D) - Column (E) 
Column (G) and (H): Exh ib i t (MCB-8 )  
Column (I): Column (G) I Column (H) 
Column (J): Column (F) Column (I) 
Coulmn (K): Column (E) + Column (J) 
Column (L): Column (K) - Column (D) 

Rapld City Weather Normal - Rale 82 



LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

14 

STATE: 
WEATHER STATION; 

MONTH 
(A) 

DEC 
JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 

AUG 
SEP 
OCT 
NOV 
DEC 

DEGREE DAYS 

YEAR NORMAL 
(B) (C) 

2002 1,233 
2003 1,314 
2003 1,061 
2003 925 
2003 595 
2003 313 
2003 88 
2003 16 
2003 21 
2003 190 
2003 521 
2003 934 
2003 1,233 

Montana-Dakota Utilities 
SouthDakota - Gas 

Weather Normalization - Rate 82 
Test Year Ending December 31,2003 

ACTUAL 
(D) 

1,027 
1,198 
1,213 

924 
505 
320 
54 

17 
65 

385 
1,087 
1,063 

SOUTH DAKOTA 
Rapid City APO 
LARGE INTERRUPTIBLE TRANSPORTATION GAS SERVICE - RATE 82 

CUSTOMERS 
(El 

NIA 
1 
1 
I 
1 
1 
1 
I 
1 
1 
1 
1 
1 

DK THERM SALES 
(F) 

NIA 
6,278.2 
6,989.7 
6,801.5 
5,711.6 
3,550.0 
2,646.0 
1,708.6 
1,479.5 
1,549.1 
2,244.2 
3,684.5 
6,324.8 

AVG USE 
3 MONTH 
ENDING 

(GI 

5,429.1667 
6,530.9000 
6,689.8000 
6,500.9333 
5,354.3667 
3,969.2000 
2,634.8667 
1,944.7000 
1,579.0667 
1,757.6000 
2,492.6000 
4,084.5000 

Exhibit - (MCB-4) 
Schedule 1-2 

Page I of 1 

Sources: 

Column (C): NOAA Monthly Station Normals of Temperature, Precipitation, and Heating and Cooling Degree Days 1971 - 2000 for South Dakota, 
Climatography of the United States No. 81 

Column (D): NOAA Climatological Data for South Dakota Volume 108 Number I to Volume 108 Number 12 
Columns (E) and (F): MDU Response to Staff Data Request No. 1-4 

Rapid City Weather Normal - Rate 82 



MONTANA-DAKOTA UTILITIES 
REVENUE INCREASE 

COMPARISON 

Exhibit - (MCB-5) 
Schedule 1 
Page 1 of 1 

BASE RATE 
LINE REVENUE INCREASE by CUSTOMER CLASS 
NO. 

1 RESIDENTIAL 
2 FlRM GENERALSERVICE 
3 FlRM CONTRACT SERVICE 
4 ELLSWORTH AIR FORCE BASE 
5 INTERRUPTIBLE 
6 INTERRUPTIBLE TRANSPORT 

Test Year 
Revenue 

Dekatherms Dekatherms (Current Rates) 
Proposed 
Revenue 

$7,770,393 
3,101,055 

225, I26  
35,249 
33,202 

325,434 

Revenue 
(Inc.lDec.) 

$87,187 
116,631 

0 
0 

824 
5,860 

Percent 
(Inc./Dec.) 

1.1% 
3.9% 
0.0% 
0.0% 
2.5% 
1.8% 

7 TOTAL 7,303,382 7,303,382 $1 1,279,955 $1 1,490,457 $210,502 1.9% 

Source: 
Line 1 - 5: Exh ib i t (MCB-5 )  Schedule 2, 3, and 4 NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 
Residential Rates 

Per Staff 

Exhibit - (MCB-5) 
Schedule 2 
Page 1 of 1 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY ----C >- RATE ($/UNIT) -< >- REVENUES (IN $) -c >- CHANGE -C 

NO. &RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

Small Meter 
Residential - Rate 600 

ALL DekaThems 

Daily Charge 
CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

Residential Rate Unbilled Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

Residential Rate Weather 

ALL DekaTherms 

CUSTOMER CHARGE BILL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

TOTAL RESIDENTIAL - RATE 600 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Service Rates 
Per Staff 

Exhibit - (MCB-5) 
Schedule 3 
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF >----- QUANTIP/ ------A >--- RATE ($/UNIT) -< >-- REVENUES (IN $) --< >-CHANGE -' 

NO. B RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 
-- -- -- -- -7- - 

Small Meter 
Firm General Service - Rate 700 

ALL DekaTherms 

Daily Charge 
CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

SMFG Rate Unbilled Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BILL 

SUB TOTAL DekaTherms 

SMFG Rate Weather Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL 

NGO4-004 Rate Design Comparison Per Books 



LINE 
NO. 

Montana-Dakota Utilities 
South Dakota - Gas 

Firm General Service Rates 
Per Staff 

Exhibit - (MCB-5) 
Schedule 3 
Page 2 of 2 

CLASS OF SERVICE TYPE OF >- QUANTITY -----a >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- CHANGE -. 
& RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 

-- - --- ---- - 

Reclassify Rate 71 as Rate 70 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

TOTAL FIRM GENERAL SERVICE - RATE 700 

Lage Meter 
Firm General Service - Rate 701 

ALL DekaTherms 

Daily Charge 
CUSTOMER CHARGE BlLL 

SUB TOTAL 

LMFG Rate Unbilled Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL - PER BOOKS 

LMFG Rate Weather Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BILL 

SUB TOTAL 

TOTAL FlRM GENERAL SERVICE - RATE 701 

TOTAL FlRM GENERAL SERVICE 

$ 0.66 $ 0.70 per day 
15,878 15,878 20.08 21.29 318,751 338,069 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF 2- QUANTITY -'>- RATE ($/UNIT) -4 >- REVENUES (IN $) -c >- INCREASE -< 
NO. &RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Firm Contract Service - Rate 702 

MIN BILLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE B MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Firm Contract Service - Rate 702 - Weather Normalization 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE B MiNNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - Firm Contact  Service - Rate 702 

Exhibit - (MCB-5) 
Schedule 4 
Page 1 of 8 

NG04-004 Rate Design comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -‘>- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

23 Ellsworth Air Force Base - Rate 641 
24 
25 MiN BILLS BILL 95.00 95.00 
26 MIN BILLS 
27 ALL DekaTherms 537,378 537,378 0.06200 0.06200 33,317 33,317 0 
28 
29 CUSTOMER CHARGE & MINNUM BILL 12 12 95.00 95.00 1,140 1.140 0 
30 
31 PURCHASEDGASADJUSTMENT 
32 SUBTOTAL DekaTherms 
33 
34 EAFB -Weather Normalization 
35 
36 MIN BILLS BILL 

MIN BILLS 
ALL DekaTherms 

39 
40 CUSTOMER CHARGE & MINNUM BILL 
41 
42 PURCHASEDGASADJUSTMENT 
43 SUBTOTAL DekaTherms 
44 
45 TOTAL - ELLSWORTH AIR FORCE BASE - RATE 641 
46 

Exhlblt - (MCB-5) 
Schedule 4 
Page 2 of 8 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit - (MCB-5) 
Schedule 4 
Page 3 of 8 

LINE CLASS OF SERVICE TYPE OF 5- QUANTITY -- >- RATE ($/UNIT) -< >- REVENUES (IN $) -c >- INCREASE -4 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

47 Small Interruptible - Rate 71 
48 
49 MIN BILLS BILL 50.00 50.00 
50 
51 ALL DekaTherms 35,076 35,076 0.45300 0.45549 15,689 75,977 87 
52 
53 CUSTOMER CHARGE & MINNUM BILL 
54 
55 PURCHASEDGASADJUSTMENT 
56 SUBTOTAL DekaTherms 
57 
58 Small Interruptible Rate Unbllled'Normallzatlon 
59 
60 ALL THERMS DekaTherms 
61 
62 
63 CUSTOMER CHARGE B MINNUM BILL 
64 
65 SUB TOTAL DekaThems 
66 
58 Small Interruptible - Rate 71 - Weather Normalization 
59 
60 MIN BILLS BILL 
61 
62 ALL DekaTherms 
63 
64 CUSTOMER CHARGE & MINNUM BILL 
65 
66 PURCHASEDGASADJUSTMENT 
67 SUBTOTAL DekaTherms 
68 
69 Small Interruptible - Rate 71 - Reclassify as Rate 70 
70 
71 MIN BILLS BILL 
72 
73 ALL OekaTherms 
74 
75 CUSTOMER CHARGE & MINNUM BILL 
76 
n PURCHASED GAS ADJUSTMENT 
78 SUBTOTAL DekaTherms 
79 RATE 71 FLEX ADJUSTMENT 
80 TOTAL -SMALL INTERRUPTIBLE - RATE 71 

NG04004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CWSS OF SERVICE TYPE OF >- QUANTITY -' >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -c 
NO. &RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Large Interruptible - Rate 85 

MIN BILLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Large Interruptible - Rate 85 - Weather Normalization 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - LARGE INTERRUPTIBLE - RATE 85 

TOTAL -INTERRUPTIBLE 

Exhibit - (MCB-5) 
Schedule 4 
Page 4 of 8 

NGO4-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

lnterruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Small h t e r ~ p t i b l e  Transportion - Rate 81 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

Small interruptible Transportion - Rate 81 - Weather Normalization 

MIN BlLLS BlLL 
MiN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

Small Interruptible Transportation - Rate 81 -Cut Out of Service 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BILL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

Exhibit - (MCB-5) 
Schedule 4 
Page5of8 ' 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit - (MCB-5) 
Schedule 4 
Page 6 of 8 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -'>- RATE ($/UNIT) -c >- REVENUES (IN 5) -c >- INCREASE -< 
NO. B RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

141 CUSTOMER BILLED INCORRECTLY Customer ID 41 
142 
143 MIN BILLS BILL 125.00 125.00 
1 44 MIN BILLS 
145 ALL DekaTherms (10,225) (10,225) 0.45300 0.45549 (4,632) (4,657) 
146 

(25) 

147 CUSTOMER CHARGE B MINNUM BILL 
148 
149 PURCHASED GAS ADJUSTMENT 
150 SUBTOTAL DekaTherms 
151 

Small Interruptible Transportation - Rate 82 - Reclassify as Rate 61 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

, PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

RATE 81 FLEX ADJUSTMENT Customer ID 264 
RATE 81 FLEX ADJUSTMENT Customer ID 105 

TOTAL - SMALL INTERRUPTIBLE TRANSPORTATION - RATE 81 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit - (MCB-5) 
Schedule 4 
Page 7 of 8 

LINE CLASS OF SERVICE TYPE OF Z- QUANTITY -. >- RATE ($/UNIT) -< >- REVENUES (IN $) -c >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Large Interruptible Transportation - Rate 82 

MIN BILLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BILL 139 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

Large lntermptlble Transportlon - Customer ID 41 -Weather Normalization 

MIN BILLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BILL 0 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaThenns 

CUSTOMER BILLED INCORRECTLY Customer ID 41 

MIN BILLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherrns 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit - Schedule (MCB-5) 4 

Page 8 of 8 

LINE CYSS OF SERVICE TYPE OF >- QUANTITY -- >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -< 
NO. &RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Large Interruptible Transportation - Rate 62 - Cut Out of Service 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

Large Interruptible Transportation - Rate 82 - Reclassify as Rate 61 

MIN BlLLS BlLL 
MIN BlLLS 

ALL OekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - LARGE INTERRUPTIBLE TRANSPORTATION - RATE 82 

TOTAL - INTERRUPTIBLE TRANSPORTATION 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

LINE NO. PRESENT PROPOSED 
1 CUSTOMER CHARGE $7.60 $7.60 
2 ALL DEKATHERMS $1.43500 $1.46372 
3 PGA $6.97600 $6.97600 

Rate 600 RESIDENTIAL 

AMOUNT OF % 
PRESENT PROPOSED INCREASE/ INCREASE/ 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (B) ('7 (Dl (El 
0 $7.60 $7.60 $0.00 0.0% 

Source: 
Exhibit (MCB-5) 

Exhibit - (MCB-6) 
Page 1 of 3 

AMOUNT OF PERCENT 
AVERAGE PRESENT PROPOSED INCREASE/ INCREASE/ 

MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(F) (G) (HI (1) (J) (to 
JAN 15.4 136.73 137.18 0.44 0.3% 
FEE 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 7.0 DekaTherms 

NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff . 

LINE NO. PRESENT PROPOSED 
20 CUSTOMER CHARGE $10.04 $1 0.65 
21 ALL DEKATHERMS $1.07810 $1.1 1250 
22 PGA $6.97600 $6.97600 

Rate 700 SMALL METER FIRM GENERAL SERVICE 

Exhibit - (MCB-6) 
Page 2 of 3 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE/ INCREASE/ AVERAGE PRESENT PROPOSED INCREASE1 INCREASE/ 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 
(A) (B) (C) (Dl (El (F) (G) (HI (1) (J) (K) 

10.65 $0.61 6.1% JAN 27.9 234.75 236.31 1.57 0.7% 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 12.0 DekaTherrns 

Source: 
Exhibit (MCB-5) NG04-004 Rate Design Comparison Per Books 



LINE NO. 
40 
41 
42 

43 
44 
45 
46 
47 
48 
49 
50 
5 1 
52 
53 
54 
55 
56 
57 
58 
59 
60 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

PRESENT PROPOSED 
CUSTOMER CHARGE $20.08 $21.29 
ALL DEKATHERMS $1.07810 $1.11250 
PGA $6.97600 $6.97600 

Exhibit - (MCB-6) 
Page 3 of 3 

Rate 701 LARGE METER FIRM GENERAL SERVICE 

AMOllNT OF Yo AMOUNT OF PERCENT . . . . . - - . . . - . . - 
PRESENT PROPOSED INCREASE/ INCREASE/ AVERAGE PRESENT PROPOSED INCREASE1 INCREASE3 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 

(A) (B) (C) (Dl (E) (F) (GI (H) (1) (J) (K) 
21 .29 $1.22 6.1% JAN 197.7 1,612.37 1,620.39 $8.02 0.5% 
61.73 I .39 2.3% FEB 172.1 1,406.19 1,413.32 $7.14 0.5% 

MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 100.1 DekaTherms 

Source: 
Exhibit (MCB-5) NG04-004 Rate Design Comparison Per Books 



Montana-Dakota Utilities 
South Dakota - Gas 

Interruptible and Transportation Service 
Rate Comparison 

Per Staff 

E x h i b i t ( M C 6 - 7 )  
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF >----- QUANTITY ---4 >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -e 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Firm Contract Service - Rate 702 

1 MIN BILLS BILL 150.00 150.00 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - Firm Contract Service - Rate 702 

Ellsworth Air Force Base 

MIN BILLS BlLL 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - Ellsworth Air Force Base 

Small Interruptible - Rate 71 

MIN BILLS BlLL 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - SMALL INTERRUPTIBLE - RATE 71 

lnlermptible & Transportation Rate Compan'son Source: Exhibit-(MCB-5) 



Montana-Dakota Utilities 
South Dakota - Gas 

lnterruptible and Transportation Service 
Rate Comparison 

Per Staff 

E x h i b i t ( M C 6 - 7 )  
Page 2 of 2 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY --< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -4 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

32 Large lnterruptible - Rate 85 
33 

34 MIN BILLS BILL 150.00 175.00 
35 
36 ALL DekaTherrns 87,328 87,328 0.17700 0.18192 15,457 15,887 430 
37 
38 CUSTOMER CHARGE & MINNUM BILL 14 14 150 00 175.00 2,100 2,450 350 
39 
40 PURCHASED GAS ADJUSTMENT Effective 1/1/2003 4.00200 4.00200 349,487 349,487 0 
41 TOTAL - LARGE INTERRUPTIBLE - RATE 85 87,328 87,328 $ 367,044 $ 367,823 $ 780 0.2% 
42 
43 Small lnterruptible Transportion -Rate 81 
44 

45 MIN BILLS BILL 125.00 125.00 
46 
47 ALL DekaTherrns 355,724 355,724 0.45300 0.45549 161,143 162,029 886 
48 
49 CUSTOMER CHARGE & MINNUM BILL 357 357 125.00 125.00 44,625 44,625 0 
50 
51 PURCHASED GAS ADJUSTMENT Effective 1/1/2003 5.24100 5.241 00 1,864,349 1,864,349 0 
52 TOTAL - SMALL INTERRUPTIBLE TRANSPORTATION - RATE 81 355,724 355,724 $ 2,070,117 $ 2,071,003 $ 886 0.0% 
53 

54 

55 Large lnterruptible Transportation - Rate 82 
56 
57 MIN BILLS BILL 200.00 225.00 
58 
59 ALL DekaTherrns 533.364 533,364 0.17700 0.18192 94,405 97,030 2,624 
60 
6 1 CUSTOMER CHARGE & MINNUM BILL 97 97 200 00 225.00 19,400 21,825 2,425 
62 
63 PURCHASED GAS ADJUSTMENT Effective 1/1/2003 4.00200 4.00200 2,134,523 2,134,523 0 
64 TOTAL - LARGE INTERRUPTIBLE TRANSPORTATION - RATE 82 533,364 533,364 $ 2,248,328 $ 2,253,377 $ 5,049 0.2% 
65 

66 TOTAL - OTHER INTERRUPTIBLE and TRANSPORTATION 2,191,195 2,191,195 $ 10,622,454 $ 10,629,225 $ 6,772 0.1% 

Source: Exhibit-(MCB-5) Interruptible &Transportation Rate Comparison 



Montana-Dakota Utilities . Exhibit - (MCB-8) 

South Dakota - Gas Schedule 1 

Daily Temperature and Billing Cycle Data Pages 1 of 6 

Rapid City APO 
Test Year Ending DECEMBER 31,2003 

Revenue-Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date Sum Of HDD 65 
Actual Normal 

(A) (B) (C) (D) (E) (F) (G) (H) (1 )  
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 
Jan 03 

Jan 03 Average 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03 
Feb 03. 
Feb 03 
Feb 03 
Feb 03 
Feb 03 

Feb 03 Average 
Mar 03 
Mar 03 

Sources: 
Pnll lmnc (A\ thrnttnh (GI. Prnvided hv Montana-Dakota Utilities 



Montana-Dakota Utilities Exhibit - (MCB-8) 

South Dakota - Gas Schedule 1 

Daily Temperature and Billing Cycle Data Pages 2 of 6 

Rapid City APO 
Test Year Ending DECEMBER 31,2003 

Revenue Month Bill Cycle Start Date End Date. Min Of Date Max Of Date Count Of Date Sum Of HDD 65 

(A) 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 
Mar 03 

Mar 03 Average 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 
Apr 03 

Apr 03 Average 
May 03 
May 03 
May 03 
May 03 

Actual Normal 

(G) (H) ( 1 )  
28 1246 1042 
28 1256 1036 
28 1254 1029 
28 1234 1022 
28 1242 1000 
28 1233 993 
28 1216 985 
28 1202 977 
28 1 176 970 
28 1094 946 
28 1089 938 
28 1088 930 
28 1089 922 
28 1087 914 
28 976 890 
28 928 881 
28 896 873 
28 871 865 

1134.0 970.5 
28 862 857 
29 839 856 
29 802 847 
29 773 837 
29 753 828 
31 806 865 
29 678 792 
29 665 782 
29 652 773 
29 638 764 
31 638 796 
29 605 726 
29 592 71 7 
29 580 708 
29 566 698 
31 597 725 
29 559 659 
29 546 650 
29 536 640 
29 536 630 

661.2 757.5 
31 545 652 
30 505 595 
30 520 585 
32 528 605 

Sources: 
Columns (A) through (G): Provided by Montana-Dakota Utilities 
P n l t a r n n  /!A\. A r t t l s l  hlttrnhclr nf Unnc in Rillinn Porinrl 



Montana-Dakota Utilities Exhibit - (MCB-8) 

South Dakota - G a s  Schedule 1 

Daily Temperature and Billing Cycle Data Pages 3 of 6 

Rapid City APO 
Test Year Ending DECEMBER 31,2003 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date Sum Of HDD 65 

(A) 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 
May 03 

May 03 Average 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 
Jun 03 

Jun 03 Average 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 

Actual Normal 

(H) (1) 
523 595 
449 539 
432 529 
426 520 
468 535 
471 524 
468 472 
476 463 
474 453 
479 462 
485 451 
450 403 
446 393 
440 383 
433 394 
41 4 384 

471.6 496.9 
372 34 1 
331 319 
316 31 0 
288 272 
278 263 
270 254 
293 254 
280 245 
229 212 
216 204 
209 196 
200 192 
193 184 
169 157 
148 151 
126 145 
1 16 143 
116 137 
123 11 1 
133 106 

220.3 209.8 
137 102 
123 82 
117 77 
109 72 
100 7 1 
8 8 67 

Sources: 



Montana-Dakota Utilities ' Exhibit - (MCB-8) 

South Dakota - Gas 
Daily Temperature and Billing Cycle Data 

Rapid City APO 
Test Year Ending DECEMBER 31,2003 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

Schedule i 
Pages 4 of 6 

Sum Of HDD 65 
Actual Normal 

(A) 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 
Jul03 

Jul03 Average 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 
Aug 03 

Aug 03 Average 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 

Sources: 
Columns (A) through (G): Provided by Montana-Dakota Utilities 
Column (H): Actual Number of HDDs in Billing Period Rapid City DD 0103to1203 



Montana-Dakota Utilities Exhibit - (MCB-8) 

South Dakota - Gas Schedule I 

Daily Temperature and Billing Cycle Data Pages 5 of 6 

Rapid City APO 
Test Year Ending DECEMBER 31,2003 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date Sum Of-HDD 65 

Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 
Sep 03 

Sep 03 Average 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 
Oct 03 

Oct 03 Average 
Nov 03 
Nov 03 
Nov 03 
Nav 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 

Actual Normal 

(H) (1) 
26 58 
29 63 
56 7 9 
59 85 
59 90 
73 96 
92 1 02 

120 123 
135 130 
136 135 
152 143 
158 150 

61 .O 76.3 
199 178 
220 187 
238 194 
249 202 
266 233 
266 234 
266 243 
269 25 1 
26 1 259 
293 297 
282 296 
300 306 
320 316 
328 326 
31 3 372 
288 368 
273 379 
272 390 
265 401 
332 455 

275.0 294.4 
300 447 
343 497 
444 561 
474 576 
505 568 
559 583 
607 597 
74 1 669 
767 685 
756 671 

Sources: 
Cnhlrnnc /A\  t h r n ~  ~ n h  (GI. Prnvided hv Montana-Dakota Utilities 



Montana-Dakota Utilities Exhibit - (MCB-8) 

South Dakota - Gas 
Daily Temperature and Billing Cycle Data 

Rapid City APO 
Test Year Ending DECEMBER 31,2003 

Revenue Month Bill Cycle Start Date End Date Min Of Date Max Of Date Count Of Date 

(A) 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 
Nov 03 

Nov 03 Average 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 
Dec 03 

Dec 03 Average 

Schedule 1 
Pages 6 of 6 

Sum Of HDD 65 
Actual Normal 

Sources: 
Columns (A) through (G): Provided by Montana-Dakota Utilities 
Pnl~~rnn /U\. At-t~tc , l  hlttrnhclr nf Unnc in Rillinn Pmrinr l  



Montana-Dakota Uti!ities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Date 

(A) 
24-NOV-02 
25-NOV-02 
26-NOV-02 
27-NOV-02 
28-Nov-02 
29-NOV-02 
30-NOV-02 
01 -Dec-02 
02-Dec-02 
03-Dec-02 
04-Dec-02 
05-Dec-02 
06-Dec-02 
07-Dec-02 
08-Dec-02 
09-Dec-02 
10-Dec-02 
I I-Dec-02 
12-Dec-02 
13-Dec-02 
14-Dec-02 
15-Dec-02 
16-Dec-02 
17-Dec-02 
18-Dec-02, 
19-Dec-02 
20-Dec-02 
21-Dec-02 
22-Dec-02 
23-Dec-02 
24-Dec-02 
25-Dec-02 
26-Dec-02 
27-Dec-02 
28-Dec-02 
29-Dec-02 
30-Dec-02 
31-Dec-02 
01-Jan-03 
02-Jan-03 
03-Jan-03 
04-Jan-03 
05-Jan-03 
06-Jan-03 
07-Jan-03 
08-Jan-03 
09-Jan-03 
10-Jan-03 

Low 

('3 
10 
-2 
10 
16 
27 
30 
16 
23 
24 
15 
1 
2 

18 
22 
15 
2 1 
21 
30 
20 
20 
27 
30 
28 
26 
25 
30 
19 
11 
4 
4 
6 
9 
8 

20 
34 
27 
14 
13 
14 
11 
28 
25 
26 
22 
27 
3 1 
13 
4 

Temperature 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 1 of 9 

Source: 
Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))!2 
- ,  ,-. -- . ,-. 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to  December 31,2003 

Date 
(A> 

I I-Jan-03 
12-Jan-03 
13-Jan-03 
14-Jan-03 
15-Jan-03 
16-Jan-03 
17-Jan-03 
18-Jan-03 
19-Jan-03 
20-Jan-03 
21 -Jan-03 
22-Jan-03 
23-Jan-03 
24-Jan-03 
25-Jan-03 
26-Jan-03 
27-Jan-03 
28-Jan-03 
29-Jan-03 
30-Jan-03 
31 -Jan-03 
01-Feb-03 
02-Feb-03 
03-Feb-03 
04-Feb-03 
05-Feb-03 
06-Feb-03 
07-Feb-03 
08-Feb-03 
09-Feb-03 
10-Feb-03 
I I-Feb-03 
12-Feb-03 
13-Feb-03 
14-Feb-03 
15-Feb-03 
16-Feb-03 
17-Feb-03 
18-Feb-03 
19-Feb-03 
20-Feb-03 
21 -Feb-03 
22-Feb-03 
23-Feb-03 
24-Feb-03 
25-Feb-03 
26-Feb-03 
27-Feb-03 

Temperature 
- Hi Low 
(B) (C) 
28 4 
52 8 
53 3 
27 2 
14 8 
18 -2 
36 -4 
31 11 
55 18 
30 11 
12 5 
5 -1 3 

22 -7 
46 -1 1 
38 1 
34 1 
52 30 
46 28 
43 2 1 
49 26 
57 26 
60 33 
40 24 
30 13 
29 7 
29 8 
11 -3 
34 -9 
29 3 
30 4 
27 13 
33 11 
39 10 
38 15 
29 12 
28 13 
49 20 
48 28 
45 2 1 
52 22 
49 24 
43 12 
13 2 
3 -1 1 
4 -1 7 

28 -1 3 
38 4 
32 13 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 2 of 9 

HDD 65 
(El 
49 
35 
37 
50 
54 
57 
49 
44 
28 
44 
56 
69 
57 
47 
45 
47 
24 
28 
33 
27 
23 
18 
33 
43 
47 
46 
6 1 
52 
49 
48 
45 
43 
40 
38 
44 
44 
30 
27 
32 
28 
28 
37 
57 
69 
72 
57 
44 
42 

Source: 
Column (5) and (C): NOAA Climatological Data South ~ a k o t a  Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))/2 
Column (E): 65 - Column (D). - . . - . - - . 



Source: 

Montana-Dakota Utilities 
S o u t h  Dakota - G a s  

Actua l  Daily Tempera ture  a n d  HDD Data 

Date 
(A) 

28-Feb-03 
01-Mar-03 
02-Mar-03 
03-Mar-03 
04-Mar-03 
05-Mar-03 
06-Mar-03 
07-Mar-03 
08-Mar-03 
09-Mar-03 
10-Mar-03 
I I -Mar-03 
12-Mar-03 
13-Mar-03 
14-Mar-03 
15-Mar-03 
16-Mar-03 
17-Mar-03 
18-Mar-03 
19-Mar-03 
20-Mar-03 
21 -Mar-03 
22-Mar-03 
23-Mar-03 
24-Mar-03 
25-Mar-03 
26-Mar-03 
27-Mar-03 
28-Mar-03 
29-Mar-03 
30-Mar-03 
31-Mar-03 
01 -Apr-03 
02-Apr-03 
03-Apr-03 
04-Apr-03 
05-Apr-03 
06-Apr-03 
07-Apr-03 
08-Apr-03 
09-Apr-03 
10-Apr-03 
I I -Apr-03 
12-Apr-03 
13-Apr-03 
14-Apr-03 
15-Apr-03 
16-Apr-03 

Rapid City APO 
November 24,2002 to December 31,2003 

Temperature 
Low 
('4 
15 
10 
3 
9 
2 
6 
9 
4 

-1 
2 
8 

22 
22 
32 
32 
34 
35 
34 
32 
32 
28 
25 
32 
34 
28 
26 
36 
23 
18 
9 

25 
43 
36 
27 
30 
23 
19 
29 
28 
20 
27 
39 
36 
40 
42 
48 

' 44 
36 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 3 of 9 

HDD 65 

(E) 
38 
43 
42 
43 
57 
44 
41 
40 
6 1 
56 
36 
26 
26 
12 
9 

15 
12 
22 
31 
29 
26 
25 
16 
11 
24 
25 
19 
33 
37 
38 
20 
5 
6 

28 
24 
33 
29 
32 
29 
23 
13 
12 
10 
2 
0 
3 
9 

19 

Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))/2 
rnlttrnn IC\. R K  - Pnl~lmn In\ 



Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Temperature 
Date 
(A) 

17-Apr-03 
18-Apr-03 
19-Apr-03 
20-Apr-03 
21 -Apr-03 
22-Apr-03 
23-Apr-03 
24-Apr-03 
25-Apr-03 
26-Apr-03 
27-Apr-03 
28-Apr-03 
29-Apr-03 
30-Apr-03 

01-May-03 
02-May-03 
03-May-03 
04-May-03 
05-May-03 
06-May-03 
07-May-03 
08-May-03 
09-May-03 
10-May-03 
I I-May-03 
12-May-03 
13-May-03 
14-May-03 
15-May-03 
16-May-03 
17-May-03 
18-May-03 
19-May-03 
20-May-03 
21-May-03 
22-May-03 
23-May-03 
24-May-03 
25-May-03 
26-May-03 
27-May-03 
28-May-03 
29-May-03 
30-May-03 
31-May-03 
01-Jun-03 
02-Jun-03 
03-Jun-03 

Low 
(C) 
34 
36 
36 
38 
34 
36 
45 
40 
33 
42 
34 
43 
42 
42 
38 
35 
42 
43 
34 
3 1 
34 
42 
4 1 
38 
36 
33 
43 
39 
40 
48 
50 
42 
33 
25 
37 
50 
46 
50 
44 
53 
57 
56 
55 
50 
46 
42 
44 
45 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 4 of 9 

HDD 65 
(El 
15 
23 
20 
14 
14 
11 
15 
19 
2 1 
4 

17 
18 
20 
22 
2 1 
15 
8 

13 
19 
20 
12 
17 
17 
21 
17 
15 
9 

11 
7 
4 
8 

12 
2 1 
22 
10 
5 
3 
2 
3 
0 
0 
0 
0 
1 
7 

11 
6 
8 

Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))/2 
Column (E): 65 - Column (D). 
Nntn. Nenntiv~ vn l~  ins nrn shnwn as a fl in Cnli imn IF) Raniri Citv nn nln?tnlm? 



Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Temperature 
Date 
(A) 

04-Jun-03 
05-Jun-03 
06-Jun-03 
07-Jun-03 
08-Jun-03 
09-Jun-03 
10-Jun-03 
I I-Jun-03 
12-Jun-03 
13-Jun-03 
14-Jun-03 
15-Jun-03 
16-Jun-03 
17-Jun-03 
18-Jun-03 
19-Jun-03 
20-Jun-03 
21-Jun-03 
22-Jun-03 
23-Jun-03 
24-Jun-03 
25-Jun-03 
26-Jun-03 
27-Jun-03 
28-Jun-03 
29-Jun-03 
30-Jun-03 
01 -Jul-03 
02-Jul-03 
03-Jul-03 
04-JuI-03 
05-Jul-03 
06-Jul-03 
07-Jul-03 
08-Jul-03 
09-Jul-03 
10-Jul-03 
11-Jul-03 
12-Jul-03 
13-Jul-03 
14-Jul-03 
15-Jul-03 
16-Jul-03 
17-JuI-03 
18-Jul-03 
19-JuI-03 
20-Jul-03 
21-Jul-03 

Low 
(C> 
42 
44 
43 
40 
40 
45 
48 
49 
46 
46 
50 
5 1 
59 
56 
55 
52 
60 
56 
56 
51 
46 
45 
43 
50 
49 
48 
54 
65 
64 
64 
57 
56 
54 
55 
62 
59 
54 
55 
54 
60 
62 
56 
64 
71 
68 
62 
66 
59 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 5 of 9 

HDD 65 
(El 

9 
12 
12 
14 
9 
4 
4 
2 
2 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
5 

15 
10 
4 
0 
5 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))/2 
Pnlt tmn IC\- CC - Pnln tmn In\ 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 t o  December 31,2003 

Temperature 
Date 
(A) 

22-J u 1-03 
23-Jul-03 
24-Jul-03 
25-Jul-03 
26-Jul-03 
27-Jul-03 
28-Jul-03 
29-Jul-03 
30-Jul-03 
31-Jul-03 

01 -Au~-03  
02-Aug-03 
03-Aug-03 
04-Aug-03 
05-Aug-03 
06-Aug-03 
07-Aug-03 
08-Aug-03 
09-Aug-03 
10-Aug-03 
I I -Au~-03  
12-Aug-03 
13-Aug-03 
14-Aug-03 
15-Aug-03 
16-Aug-03 
17-Aug-03 
18-Aug-03 
19-Aug-03 
20-Aug-03 
21 -Au~-03 
22-Aug-03 
23-Aug-03 
24-Aug-03 
25-Aug-03 
26-Aug-03 
27-Aug-03 
28-Aug-03 
29-Aug-03 
30-Aug-03 
31 -Au~-03 
01-Sep-03 
02-Sep-03 
03-Sep-03 
04-Sep-03 
05-Sep-03 
06-Sep-03 
07-Sep-03 

Low 

(C) 
56 
55 
65 
69 
68 
58 
56 
6 1 
54 
59 
55 
54 
58 
65 
63 
55 
64 
65 
62 
6 1 
58 
64 
64 
67 
64 
60 
60 
63 
59 
60 
56 
60 
69 
67 
60 
60 
67 
57 
49 

'52 
52 
5 1 
57 
48 
50 
59 
55 
6 1 

Source: 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 6 of 9 

HDD 65 

(E) 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
8 
7 
2 
0 
0 
1 
0 
0 
0 
0 

Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))/2 
Column (E): 65 - Column (D). 
Note: Negative values are shown as a 0 in Column (El R a ~ i d  Citv DD 01 03tnl7n.1 



Source: 

Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Date 
(A) 

08-Sep-03 
09-Sep-03 
10-Sep-03 
I I -Sep-03 
12-Sep-03 
13-Sep-03 
14-Sep-03 
15-Sep-03 
16-Sep-03 
17-Sep-03 
18-Sep-03 
19-Sep-03 
20-Sep-03 
21 -Sep-03 
22-Sep-03 
23-Sep-03 
24-Sep-03 
25-Sep-03 
26-Sep-03 
27-Sep-03 
28-Sep-03 
29-Sep-03 
30-Sep-03 
01 -0ct-03 
02-Oct-03 
03-Oct-03 
04-Oct-03 
05-Oct-03 
06-Oct-03 
07-Oct-03 
08-Oct-03 
09-Oct-03 
10-Oct-03 
I I -0ct-03 
12-Oct-03 
13-Oct-03 
14-Oct-03 
15-Oct-03 
16-Oct-03 
17-Oct-03 
18-Oct-03 
19-Oct-03 
20-Oct-03 
21-Oct-03 
22-Oct-03 
23-Oct-03 
24-Oct-03 
25-Oct-03 

Temperature 
Low - 
(C) 
60 
51 
48 
50 
49 
39 
38 
41 
48 
38 
33 
34 
42 
39 
36 
42 
35 
37 
42 
39 
34 
33 
34 
30 
32 
41 
4 1 
45 
49 
43 
45 
45 
44 
38 
35 
36 
32 
34 
34 
39 
46 
44 
48 
48 
50 
40 
30 
21 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 7 of 9 

HDD 65 
(El 

0 
0 
8 
3 
3 

13 
11 
3 
0 

14 
19 
11 
5 

12 
1.5 

1 
16 
6 

12 
12 
17 
21 
17 
18 
12 
8 
7 
2 
0 
0 
3 
0 
9 

15 
11 
16 
2 1 
20 
22 
3 
0 
1 
3 
0 
0 
9 

22 
33 

Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (6) + Column (C))12 . . .  
Cnl~ lrnn IF\. fir; - Cnh lmn In) 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Source: 

Date 
(A) 

26-Oct-03 
27-Oct-03 
28-Oct-03 
29-Oct-03 
30-Oct-03 
31-Oct-03 
01 -Nov-03 
02-NOV-03 
03-NOV-03 
04-NOV-03 
05-NOV-03 
06-NOV-03 
07-NOV-03 
08-NOV-03 
09-NOV-03 
1 0-NOV-03 
I I -Nov-03 
1 2-NOV-03 
I 3-NOV-03 
I 4-NOV-03 
I 5-NOV-03 
I 6-NOV-03 
1 7-NOV-03 
I 8-NOV-03 
I 9-NOV-03 
20-NOV-03 
21 -Nov-03 
22-NOV-03 
23-NOV-03 
24-NOV-03 
25-NOV-03 
26-NOV-03 
27-NOV-03 
28-NOV-03 
29-NOV-03 
30-NOV-03 
01-Dec-03 
02-Dec-03 
03-Dec-03 
04-Dec-03 
05-Dec-03 
06-Dec-03 
07-Dec-03 
08-Dec-03 
09-Dec-03 
10-Dec-03 
I I -Dec-03 
12-Dec-03 

Temperature 
Low 
(C) 
30 
39 
39 
33 
22 
20 
19 
19 
20 
10 
0 
0 
8 

10 
10 
28 
28 
2 1 
18 
33 
27 
24 
29 
27 
37 
26 
18 
7 

-3 
8 
9 
8 

14 
9 

29 
25 
26 
25 
25 
22 
12 
28 
32 
28 
16 
14 
-1 
-2 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 8 of 9 

HDD 65 
(El 
18 
9 

19 
26 
36 
42 
37 
40 
42 
48 
54 
48 
48 
48 
4 1 
26 
24 
33 
29 
23 
24 
24 
22 
24 
12 
20 
43 
52 
60 
43 
45 
40 
4 1 
42 
23 
31 
31 
32 
30 
34 
42 
23 
22 
35 
39 
45 
56 
53 

Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (B) + Column (C))/2 
Column (E): 65 - Column (D). 
h~,-.+-. h~---+:.,- ..-lllnr --- .-.hn...- .-.- .-. n :- Pnl lsmr.  IT\ D--:,.I m+., nn n.in?+,d?n-~ 



Montana-Dakota Utilities 
South Dakota - Gas 

Actual Daily Temperature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Date 
(A) 

13-Dec-03 
14-Dec-03 
15-Dec-03 
16-Dec-03 
17-Dec-03 
18-Dec-03 
19-Dec-03 
20-Dec-03 
21 -Dec-03 
22-Dec-03 
23-Dec-03 
24-Dec-03 
25-Dec-03 
26-Dec-03 
27-Dec-03 
28-Dec-03 
29-Dec-03 
30-Dec-03 
31-Dec-03 

Temperature 
Hi Low 

(B) (C) 
46 8 
46 21 
36 2 1 
43 19 
49 26 
44 22 
49 19 
6 1 26 
48 33 
43 23 
47 23 
46 19 
48 3 1 
4 1 25 
37 25 
32 15 
32 11 
30 15 
49 9 

E x h i b i t  (MCB-8) 
Schedule 2 

Pages 9 of 9 

HDD 65 
(E) 
38 
31 
36 
34 
27 
32 
3 1 
2 1 
24 
32 
30 
32 
25 
32 
34 
41 
43 
42 
36 

Source: 
Column (B) and (C): NOAA Climatological Data South Dakota Volume107 No. 11 to Volume 108 No.12 
Column (D): (Column (6) + Column (C))/2 
Column (E): 65 - Column (D). 
Nntv Nenntiw val~les are shown as a 0 in Column (E) Rapid Citv DD 0103to1203 



Montana-Dakota Utilities 
South Dakota - G a s  

Normal Temeprature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Normal 
Average 

Date Temperature 
Normal 
HDD65 

(C)  
35 
3 5 
3 5 
36 
36 
36 
37 
37 
37 
37 
37 
37 
38 
38 
38 
38 
39 
39 
39 
39 
40 
40 
40 
40 
40 
41 
4 1 
4 1 
41 
41 
4 1 
4 1 
42 
42 
42 
42 
42 
43 
43 
43 
43 
43 
43 

E x h i b i t ( M C B - 8 )  
Schedule 3 

Page 1 of 10 



Source: 

Montana-Dakota Utilities E x h i b i t ( M C B - 8 )  

South Dakota - Gas Schedule 3 

Normal Temeprature and HDD Data Page 2 of 10 

Rapid City APO 
November 24,2002 to December 31,2003 

Date 

(A) 
06-Jan-03 
07-Jan-03 
08-Jan-03 
09-Jan-03 
10-Jan-03 
I I -Jan-03 
12-Jan-03 
13-Jan-03 
14-Jan-03 
15-Jan-03 
16-Jan-03 
17-Jan-03 
18-Jan-03 
19-Jan-03 
20-Jan-03 
21 -Jan-03 
22-Jan-03 
23-Jan-03 
24-Jan-03 
25-Jan-03 
26-Jan-03 
27-Jan-03 
28-Jan-03 
29-Jan-03 
30-Jan-03 
31 -Jan-03 
01 -Feb-03 
02-Feb-03 
03-Feb-03 
04-Feb-03 
05-Feb-03 
06-Feb-03 
07-Feb-03 
08-Feb-03 
09-Feb-03 
10-Feb-03 
I I -Feb-03 
12-Feb-03 
13-Feb-03 
14-Feb-03 
15-Feb-03 
16-Feb-03 
17-Feb-03 

Normal 
Average 

Temperature 

(B) 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
23 
23 
23 
23 
23 
24 
24 
24 
24 
24 
24 
25 
25 
25 
25 
26 
26 
26 
26 
26 
27 
27 
27 
27 
2 8 
28 

Normal 
HDD65 

(C) 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
43 
42 
42 
42 
42 
42 
42 
42 
42 
42 
4 1 
4 1 
4 1 
4 1 
41 
41 
41 
40 
40 
40 
40 
40 
39 
39 
39 
39 
3 9 
38 
38 
38 
38 
37 

Rapid City DD 01 03to1203 
Column (B\ and (C\: NWSO Website htt~://www.crh.noaa.aov/unr/climate/index.htm nailv Nnrmals 



Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Normal- 
Average 

Date Temperature 
Normal 
HDD65 

(C) 
37 
37 
3 7 
36 
36 
36 
36 
35 
35 
35 
3 5 
35 
34 
34 
34 
33 
33 
32 
32 
32 
32 
31 
3 1 
31 
30 
30 
30 
29 
29 
29 
29 
28 
28 
28 
27 
27 
27 
27 
26 
26 
26 
25 
25 

Exhi bit-(MCB-8) 
Schedule 3 

Page 3 of 10 



Source: 

Montana-Dakota Utilities Exhibit-(MCB-8) 

South Dakota - Gas Schedule 3 

Normal Temeprature and HDD Data 
Page 4 of 10 

Rapid City APO 
November 24,2002 to December 31,2003 

Date 

(A) 
02-Apr-03 
03-Apr-03 
04-Apr-03 
05-Apr-03 
06-Apr-03 
07-Apr-03 
08-Apr-03 
09-Apr-03 
10-Apr-03 
I 1 -Apr-03 
12-Apr-03 
13-Apr-03 
14-Apr-03 
15-Apr-03 
16-Apr-03 
17-Apr-03 
18-Apr-03 
19-Apr-03 
20-Apr-03 
21 -Apr-03 
22-Apr-03 
23-Apr-03 
24-Apr-03 
25-Apr-03 
26-Apr-03 
27-Apr-03 
28-Apr-03 
29-Apr-03 
30-Apr-03 

01 -May-03 
02-May-03 
03-May-03 
04-May-03 
05-May-03 
06-May-03 
07-May-03 
08-May-03 
09-May-03 
10-May-03 
I 1 -May-03 
12-May-03 
13-May-03 
14-May-03 

Normal 
Average 

Temperature 

(6) 
40 
41 
4 1 
4 1 
42 
42 
42 
42 
43 
43 
43 
44 
44 
45 
45 
45 
46 
46 
46 
47 
47 
47 
48 
48 
48 
49 
49 
49 
50 
50 
50 
50 
51 
51 
51 
52 
52 
52 
53 
53 
54 
54 
54 

Normal 
HDD65 

(C) 
24 
24 
24 
23 
23 
23 
22 
22 
22 
21 
21 
21 
20 
20 
20 
19 
19 
19 
18 
18 
18 
17 
17 
17 
16 
16 
16 
15 
15 
15 
15 
15 
14 
14 
14 
13 
13 
13 
12 
12 
11 
I 1  
11 

Rapid City DD 0103to1203 
Column (B) and (C): NWSO Website http://www.crh.noaa.~ovlunr/climate/index.htm Dailv Normals 



Montana-Dakota Utilities 
South Dakota - Gas 

Normal Temeprature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Normal 
Average . 

Date Temperature 
Normal 
HDD65 

(C)  
10 
I 0  
I 0  
9 
8 
8 
8 
8 
7 
7 
7 
7 
7 
6 
6 
6 
6 
6 
6 
6 
5 
5 
5 
4 
4 
4 
4 
3 
3 
3 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 

Exhibit-(MCB-8) 
Schedule 3 

Page 5 of 10 



Montana-Dakota Utilities Exhibit-(MCB-8) 

South Dakota - Gas Schedule 3 

Normal Temeprature and HDD Data Page 6 of 10 

Rapid City APO 
November 24,2002 to December 31,2003 

Date 

(A) 
27-Jun-03 
28-Jun-03 
29-Jun-03 
30-Jun-03 
01-Jul-03 
02-Jul-03 
03-Jul-03 
04-Jul-03 
05-Jul-03 
06-Jul-03 
07-Jul-03 
08-Jul-03 
09-Jul-03 
I 0-Jul-03 
11-Jul-03 
12-Jul-03 
13-Jul-03 
14-Jul-03 
15-Jul-03 
1 6-Jul-03 
17-Jul-03 
18-Jul-03 
I 9-Jul-03 
20-Jul-03 
21-Jul-03 
22-Jul-03 
23-Jul-03 
24-Jul-03 
25-Jul-03 
26-Jul-03 
27-Jul-03 
28-Jul-03 
29-Jul-03 
30-JuI-03 
31 -Jul-03 

01 -Au~-03 
02-Aug-03 
03-Aug-03 
04-Aug-03 
05-Aug-03 
06-Aug-03 
07-Aug-03 
08-Aug-03 

Normal 
Average 

Temperature 

(B) 
68 
69 
69 
69 
69 
69 
70 
70 
70 
70 
70 
71 
7 1 
7 1 
71 
71 
72 
72 
72 
72 
72 
72 
72 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
73 
7 3 

Normal 
HDD65 

(C) 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Source: Rapid City DD 0103to1203 
Column (€3) and (0: NWSO Website htto:/lwww.crh.noaa.aov/unr/climate/index.htm Dailv Normals 
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Source: 

Montana-Dakota Utilities Exhibit-(MCB-8) 

South Dakota - Gas Schedule 3 
Page 8 of 10 

Normal Temeprature and HDD Data 
Rapid City APO 

November 24,2002 to  December 31,2003 

Date 

(A) 
21 -Sep-03 
22-Sep-03 
23-Sep-03 
24-Sep-03 
25-Sep-03 
26-Se p-03 
27-Sep-03 
28-Sep-03 
29-Sep-03 
30-Sep-03 
01 -0ct-03 
02-0ct-03 
03-0ct-03 
04-Oct-03 
05-Oct-03 
06-Oct-03 
07-Oct-03 
08-Oct-03 
09-Oct-03 
10-0ct-03 
1 1 -0ct-03 
12-0ct-03 
13-Oct-03 
14-0ct-03 
15-Oct-03 
16-Oct-03 
17-Oct-03 
18-0ct-03 
19-0ct-03 
20-Oct-03 
21 -0ct-03 
22-0ct-03 
23-0ct-03 
24-Oct-03 
25-Oct-03 
26-Oct-03 
27-0ct-03 
28-0ct-03 
29-Oct-03 
30-0ct-03 
31-Oct-03 
01-NOV-03 
02-NOV-03 

Normal 
Average 

Temperature 

(B) 
58 
5 8 
5 8 
57 
57 
56 
56 
56 
5 5 
55 
5 5 
54 
54 
54 
53 
5 3 
52 
52 
52 
51 
51 
50 
50 
49 
49 
48 
48 
47 
47 
47 
46 
46 
45 
45 
44 
43 
43 
42 
42 
4 1 
4 1 
40 
40 

Normal 
HDD65 

(C)  
8 
8 

. 8  
9 
9 

10 
10 
10 
10 
10 
10 
11 
11 
11 
12 
12 
13 
13 
13 
14 
14 
15 
15 
16 
16 
17 
17 
18 
18 
18 
19 
19 
20 
2 0 
2 1 
22 
22 
23 
23 
24 
24 
25 
25 

Rapid City DD 0103to1203 
Cnll~rnn IRI 2nd (CIS N\NSO Website httn~llwww crh nnaa nnvl~~nrlcl irnat~linrl~u htm nail\/ Nnrmalc 
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Normal Temeprature and HDD Data 
Rapid City APO 

November 24,2002 to December 31,2003 

Normal 
Average Normal 

Date Temperature HDD65 

Exhibit-(MCB-8) 
Schedule 3 

'Page 9 of 10 
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Source: Rapid City DD 01 03tol203 
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BEFORE THE 
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STATE OF SOUTH DAKOTA 

MONTANA-DAKOTA UTILITIES 

DOCKET NO. NG04-004 

TESTIMONY & EXHIBITS OF DAVID A. JACOBSON 

ON BEHALF OF THE COMMISSION STAFF 

October 2004 

What is your name and by whom are you employed? 

My name is David A. Jacobson and I am presently employed as a Utility Analyst 

with the Commission Staff of the Public Utilities Commission (Commission). My 

business address is Public Utilities Commission, State Capitol Building, Pierre, 

South Dakota 57501. 

Please describe your educational background and experience. 

I received a Bachelor of Science Degree in Business Administration majoring in 

business management from the University of South Dakota in 1980. 1 

subsequently returned to the University in 1982 and completed major course 

work in accounting. I have been with the Commission since May of 1984. 1 have 

previously presented testimony in 15 general rate case applications and also in 

numerous other docketed matters before the Commission. 

What is the purpose of your testimony in this Docket? 

I shall present Staffs determination of working capital for Montana-Dakota 

Utilities Co. (MDU or Company), and address Company proposed adjustments 

regarding Labor and associated payroll taxes, benefits expense, insurance 

expense, contract labor and consulting expense and the Company's 

Supplemental Income Security Plan (SISP). In addition I shall address certain 

tariff changes proposed by the Company. 
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Did MDU provide an analysis of its working capital requirements? 

The Company provided 13-monthhbeginninglending period average balances for 

material and supplies, prepaid insurance, the unamortized FAS 106 balance and 

customer advances for construction. The Company did not perform a lead-lag 

study which would result in a determination of cash working capital requirements. 

How were you able 'to perform a calculation to determine MDU's working 

capital allowance? 

I first adjusted materials and supplies, prepaid insurance, the unamortized FAS 

106 balance and customer advances for construction by re-computing test year 

averages using 13 point end of month averages. I then updated these balances 

to more recently available 13 point averages. This adjustment is shown on 

Exhibit(DAJ-I),  Schedule 3. 

To determine MDU's cash working capital allowance, I used the best 

available information to construct a lead lag calculation. 

Please describe how a lead-lag calculation measures working capital 

requirements. 

A lead-lag analysis measures (1) the time between when service is provided to 

the utility and when those costs are paid by the utility, and (2) the time between 

when a service is provided to a customer and when revenues for that service are 

received by the utility. These differences, expressed in days, are multiplied by the 

average daily operating expense which results in the working capital required or 

available. 

How did you determine the various expense lead days included in your 

analysis? 

Because MDU's last rate case, Docket NG02-011, was filed less than 18 months 

prior to the filing of this case, and because no additional Information regarding a 

cash working capital determination was provided in this case, I utilized the same 

information used in Docket NG02-011 with the exception of the days associated 

with South Dakota Gross Receipts Tax. Since that filing, the due date for 

~avment of such taxes has chanaed from June 1 of each vear to Julv 15. The 



David A. Jacobson 
PUC Staff 

Docket NG04-004 
Page 3 

detail of the sources for expense lead days and the cash working capital 

calculation can be found on Exhibit ( D A J - I ) ,  Schedule 1. 

How did you compute MDU's revenue lag? 

I used a 20-day bill payment lag. South Dakota Administrative Rules provide that 

a bill becomes delinquent after 20 days and thereafter a company can assess a 

late payment charge. In collecting this charge, the company is compensated for 

the costs of extending credit to their customers when payments are made later 

than 20 days from billing. When adopting this approach, it is appropriate to 

remove late payment fees from test year revenues for ratemaking purposes. In 

this case, MDU has proposed an adjustment including late payment charges in 

test year revenues but because of Staffs use of a 20 day bill payment lag, 

MDU's inclusion of these revenues is not appropriate and they have been 

removed from Staffs determination of MDU's test year revenues. For processing 

days, the time between when meters are read and when a bill is rendered, I 

utilized one day. Although no definitive information was available, it has been my 

observation that processing days for companies have decreased in the last 

several years due to the application of new technologies. Processing days for the 

other two local distribution companies regulated by the Commission have most 

recently been determined to be approximately one day. Lacking an actual current 

study of this measure, I believe one day is appropriate in this case. 

Are there other sources of working capital available to the Company? 

Yes. Taxes collected by the Company and held until payment are depicted in 

Exhibit(DAJ-I),  Schedule 2. 

Has MDU proposed an adjustment to test year insurance expense? 

The Company proposed an adjustment increasing insurance expense based on 

projections. It has long been the policy of the South Dakota Commission, and 

appropriately so because of their speculative nature, to avoid the use of 

projections for ratemaking purposes. Updated actual insurance expense 

information was requested by Staff and after review, I have proposed a minor 
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adjustment incorporating that information. This adjustment is shown on 

Exhibit(DAJ-2), Schedule 1. 

Have you reviewed the adjustment proposed by MDU for increasing labor 

expense over test year amounts? 

In MDU's last rate case, NG02-011, the Company supplied a new union Contract 

for Gas Distribution and Service employees. The contract specifies annual hourly 

wage increases which become effective May 1'' of each year 2002 through 2006. 

Because MDU was unable to provide South Dakota labor expense separated by 

union as opposed to non-union, I performed an allocation using the number of 

South Dakota union employees compared to total South Dakota employees to 

determine a South Dakota union labor expense amount. I then applied the May 

I, 2003, union labor increase per the union contract to January, 2003, through 

April, 2003, union labor straight time, premium time and vacation time to 

annualize the May 1 increase. These categories reflect labor costs associated 

with hourly compensation as shown in the contract. I then further adjusted these 

categories of MDU's union labor expense for the increase which took effect May 

I, 2004, as this increase in wages has taken place and is known and measurable 

and took place within a reasonable time after the test year. For the bonuses and 

commissions category of expense, the Company proposed using a three year 

average instead of actual test year results. Given the randomly variable nature of 

this category of expense, Staff considers this adjustment appropriate. Because 

South Dakota Gas expenses were not available for prior years, Staff 

proportionally applied MDU's adjustment regarding the three year average bonus 

and commission expense to test year South Dakota Gas expense. 

Regarding the Company's non-union labor expense, Data Responses by 

MDU indicate that the Company adjustment to increase labor expense from test 

year levels is based on projections derived from their budgeting and planning 

process. As indicated in MDU's response and responses from Docket NG02-011, 

the process involves many levels of hierarchy within both the utility and parent 

organization. Inputs in future salary determinations include department manager 
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budgets, the Financial Reporting and Planning Department, the Senior 

Management Policy Committee, Vice President review, MDU's CEO, Senior 

Management of MDU Resources Group and the Board of Directors. Other inputs 

along the way include EEIIAGA studies, regional salary studies and other 

studies. Given the wide range of review by many groups and individuals and the 

possibility of contrasting goals, and given the possibility of goal modification over 

time as economic conditions change, forecasting what future salary decisions will 

be with certainty is fraught with uncertainty. 

As a result of the above problems, Staff, as the Commission has in the 

past, have relied on the known and measurable increases documented by the 

Company to adjust labor expense. No such documented evidence has been 

provided by MDU in this case for non-union expenses and therefore Staff has not 

adjusted non-union test year labor expense. The results of Staffs labor 

adjustment can be seen on Exhibit-(DAJ-2), Schedule 2. The resulting change 

to payroll taxes can also be found on that exhibit. 

Did MDU propose an adjustment to employee benefits expense? 

Once again MDU provided a forecasted benefit increase. Through data requests, 

I received updated actual benefits expense amounts for the 12 months ended 

7/31/04 and have adjusted test year expenses by this known change, excluding 

the SISP, which will be discussed forthwith. Because certain of these costs have 

shown trends to substantially increase in recent years, independent of employee 

levels, it is my opinion that it is acceptable to acknowledge these updated costs 

MDU has experienced. The detail for this adjustment can be found on 

Exhibit(DAJ-2), Schedule 3. 

What is your recommendation concerning the Company's proposed 

adjustment to contract labor and consulting expense? 

The Company has proposed an adjustment based on the same budgeting and 

planning process used to support non-union labor expense. For this reason I 

have rejected MDU's proposed adjustment. 
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Why is it not appropriate to update this expense as has been proposed by 

Staff for union labor expense? 

A problem with matching test year operating results with test year expenses 

arises if one makes such an adjustment. Test year labor expenses can be 

adjusted for a known increase in the labor rate for individual employees because 

the adjustment does not reflect added employee numbers or added hours 

worked by employees. When numbers of employees or hours worked are 

adjusted from test year, it could well indicate the addition of customers and 

therefore revenues, which aremot reflected in the test year. Without making a 

corresponding change to Company revenues, only the added costs are reflected 

thus distorting the Company's revenue requirement. Staff witness Senger 

discusses this matching principle further in his testimony. In the case of MDU's 

adjustment for contract and consulting services, there is no evidence that the 

proposed increase is due to higher rates paid for the same level of service as 

provided in the test year. 

Have you reviewed MDU's proposal to include the costs of the 

Supplemental Income Security Plan (SISP) in the regulated cost of service? 

Yes. MDU has proposed to include $1 18,361 of test year SISP costs in its South 

Dakota Black Hills Gas cost of service and has proposed a pro forma increase of 

$80,485 reflecting projected 2004 expense. Briefly, as described in my testimony 

in Docket NG02-011, the plan provides retirement benefits in addition to Social 

Security, the Defined Benefit Pension Plan and MDU's 401 (k) plan so that 

income after retirement comes closer to equaling that made prior to retirement. 

According to documents filed in that case, eligibility guidelines for the plan are 

that an individual should have a base salary of at least $80,000 and be an officer 

or in a position of significant influence and impact. The 2002 Proxy Statement of 

MDU Resources Group, Inc. states there are 76 participants in the program. 

Responses to Staff data requests in Docket NG02-011 explained that 26 of these 

76 senior management personnel participating in the SISP are with MDU. 

However data responses received by Staff in this proceeding indicate that there 
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were 87 total participants in SlSP with 61 attributable to MDU as of December 

31, 2003. 

Do you have an opinion on whether this expense should be included for 

recovery in rates from ratepayers? 

I believe the same arguments supporting the disallowance of recovery of SlSP as 

put forth in Docket NG02-011 are still valid. The other pension and retirement - 

plans utilized by MDU are fully included in the cost of service. Key personnel 

employed by MDU are compensated with bonuses, the Key Employee Stock 

Option Plan, the Executive Long Term Incentive Plan and other plans. These 

plans rely on stockholder enrichment as a key measure in determining rewards, 

largely to upper level management. It is apparent that stockholder welfare is a 

major concern of senior management and, because Staff has allowed these 

programs to be funded, it seems only reasonable to have the Stockholders of 

MDU Resources Group continue to fund the SlSP as they have in the past. 

Again, another point to consider is that the SSP is available only to upper 

management. It can well be argued that employees with smaller incomes at 

retirement are more in need of having a greater portion of their salaries replaced 

than retirees with larger ending salaries. While MDU has acknowledged this 

matter, this plan does not contribute to that end. Also, employees with larger 

salaries may also have the ability to save more for retirement in plans outside of 

Company sponsored plans than those who spend a larger share of their income 

on meeting daily costs of living. Because of these issues, I would not allow SlSP 

costs to be recovered from South Dakota ratepayers. 

Have you reviewed the miscellaneous changes MDU has proposed to their 

tariff in this case and do you have any comments? 

Yes. Other than the monetary rate changes proposed in the revised tariffs and 

certain labeling errors, the revisions seek to clarify and correct the currently 

effective tariffs. I would have no objection to these revisions. 

I have no further questions. 



Montana-Dakota Utilities Co. 
South Dakota -Gas 

Cash Working Capital 
Test Year Ended 12/31/03 
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Line - 

1 
2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 

Description 
(a) 
Operation & Maintenance 
Gas Purchases 
Labor Expense 
Fringe Benefit 
Insurance Expense 
Uncollectible Accounts Exp. 
Regulatory Commission Exp. 
Other 0 & M Expense 

Total 0 & M 

Depreciation & Amortization 
Deferred Income Taxes 
Ad Valorem Tax 
Payroll - FICA 
Payroll - FUTA 
Payroll - SUTA 
S D Gross Receipts Tax 
Federal Income Tax 
Interest on Long Term Debt 
Preferred Stock Dividends 

Total 

Revenue Lag Days 
Expense Lead Days 
Net Days 
Expense per Day ' 
Cash Working Capital 

South Dakota Pro Forma Expense 
Per Books Adjustments Expense Per Day 

(b) ( 4  ( 4  ( e) 

$ 34,335,947 $ - $ 34,335,947 $ 94,071 
4,033,579 168,257 4,201,836 11,512 

690,769 87,541 778,310 2,132 
255,242 (3,643) 251,599 NIA 
139,674 139,674 383 

1.869 1.869 N/A 

Sources : 
Column fb) 

Line 1: statement H, page 2 of 3 and Schedule H-I, page 3 of 21 
Llne 2: Statement H, Schedule H-I, page 4 of 21 
Line 3: Statement H, Schedule H-I, page 5 of 21 
Line 4: Statement H, Schedule H-I, page 6 of 21 
Line 5: Statement H, Schedule H-1, page 13 of 21 
Line 6: Statement H, Schedule H-I, page 17 of 21 
Line 7: 
Sum of: Statement H, Schedule H-I, Page 20 of 21, Contract Labor - 
$691,086, vehicles and Work Equipment - $281,031, postage - 
$160,126, telephone - $103,085, page 21 of 21 office supplies - 
$103,452, Company Consumption - 537,435, Computer Rental - 
$40,453, Industry Dues - 542,948, Advertising - 544,223 and 
All Other O&M - $639,837 
Line 9: statement J, page 1 of 8 
Llne 10: Statement K, page 12 of 16 
Llne 11: Statement L, page 1 of 1 
Linel2: Statement L, page 1 of 1 
Line 13: DRI-4, support for Statement L, page 1 
Line 14: DRI-4, support for Statement L, page 1 
Llne 15: Statement L, page 1 of 1 
llne 16: Statement K, page 5 of 16 
Line 17: Statement K, page 7 of 16 
line 20:Staff working papers reflects 1 day processing & 20 day cutoff 
line 21: Column (g), line 19 divided by Column (e), llne 19 
line 22: Column (b), line 20 minus Column (b), line 21 
line 23: Column (e), llne 19 
line 24: Column (b), line 22 multiplied by Column (b), llne 23 

Expense Expense 
Lead Days Dollar Days 

(9 (s) 

Column (c) (con't) 
line9: KAS-1, Schedule 2, column c, line 16 
line 10: KAS-1, Schedule 2, column c, line 26 
line 11: KAS-I, Schedule 2, column c, line 28 
llne 12: KAS-1, Schedule 2, column c, line 21 
line 13: KAS-1, Schedule 2, column c, line22 
line 14: KAS-1, Schedule 2, column c, line 23 
line 15: KAS-1, Schedule 2, column c, llne 24 
llne 16: KAS-I, Schedule 2, column c, line 25 
line 17: Column d, line 17 less column b, line 17 

Column (d) 
llne 17: KAS-1, Schedule 4, Column b, line 5 
line 18: KAS-1, Sch 1, col b, line 1 ' BLC-1, Sch 1, col e, line 2 

Column (e) 
line 4: Separately included in rate base 
line 6: Separately included in rate base 

Colurnn (9 
lines 1, 3, 5 and 7: Docket NG94-012, Data Response 1-6 
line 2: Bi-weekly payroll and 9 day lag 
line 11: Staff workpaper 
line 12: Bi-weekly payroll and 9 day lag 
lines 13 and 14: Staff workpaper, quarterly payment 
line 15: Reflects July 15 payment date 
line 16: Staff workpaper 
lines 17 and 18: NG94-012 Data Response 1-6 
line 19: Column (g), line 19 divided by Colurnn (e) line 19 

Calumn (c) 
line 1: KAS-1, Schedule 2, column c, line 8 
llne 2: KAS-1, Schedule 2, column c, line 9 
line 3: KAS-1, Schedule 2, column c, line 10 
line 4: KAS-1, Schedule 2, column c, line 11 
llne5: KAS-1, Schedule2, column c, line 12 
line 6: KAS-1, Schedule 2, column c, line 13 
line?: KAS-1, Schedule 2, column c, line 14 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Tax Collections Available 
Test Year Ended 12-31-03 

South Dakota Pro Forma Collections 
Line Item Per Books Adjustments Collections Per Day 

(a) (b) ( 4  (dl (e) 

I Employee FICA $ 272,985 $ 15,177 $ ' 288,162.00 $ 789.48 
2 Federal Witholding 457,333 19,077 476,410.00 $ 1,305.23 
3 South Dakota Sales Tax 2,107,513 50,461 .OO 2,157,974.00 $ 5,912.26 
4 Total 

Sources: 
Column (b) 

line I: Statement L, page 1 of 1 
line 2: Data Response 2-2 allocated to Black Hills gas by customer count 
line 3: Data Response 2-3 

Column (c) 
line 1: KAS-1, Schedule 2, column c, line 21 
line 2: [(Col (b) line 2lKAS-1, Schedule 2, column b, line 9) * KAS-1, Schedule 2, column c, line 91 
line 3: KAS-1, Schedule 2, column c, line 5 + KAS-I, Schedule 2, column e, line 5 

Exhibit-(DAJ-I) 
Schedule 2 
Page I 

Collection 
Lead Days Available 

(9 (s> 

Column (9 
lines 1 and 2: Bi-weekly payroll and 9 day lag 
line 3: [(365/12)/2]+30.4 - 36.21 (revenue lag) reflects SD sales tax remittance statute. 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Working Capital and Customer Advances Rate Base Updates 
Test Year Ended 12-31-03 

Exhibit-(DAJ-I ) 
Schedule 3 
Page 1 

(b) (c) ( 4  
Per Books Updated Increase / (Decrease) 

1 Materials and Supplies $271,563 $264,488 ($7,075) 

2 Prepaid Insurance 76,422 102,287 $25,865 

3 Unamortized FAS 106 150,700 141,446 ($9,254) 

4 Customer Advances for Costruction 57,168 53,104 ($4,064) 

Sources: 
Column (b) 

line 1 : Statement F, Schedule F-I ,  page 2 of 5, 13 point average of per books end of month balances 
line 2: Statement F, Schedule F-I, page 3 of 5, 13 point average of per books end of month balances 
line 3: Statement F, Schedule F-I ,  page 4 of 5, 13 point average of per books end of month balances 
line 4: Statement F, Schedule F-I, page 5 of 5, 13 point average of per books end of month balances 

Column (c) 
lines 1, 2, 3 and 4: Data Request 2-1, 13 point average of end of month balances ending 07/04 



Montana-Dakota Utilities Co. 
South Dakota - Gas 
lnsurance Expense 

Test Year Ending 12-31 -03 

I Test Year Insurance Expense $255,242 

2 Actual Insurance Expense Year Ended 7-31-04 251,599 

3 Decrease in Insurance Expense ($3,643) 

Sources: 
line I :  Statement H, Schedule H-I, page 6 of 21 
line 2: Data Request 2-9 

Exhibit-(DAJ-2) 
Schedule I 
Page 1 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Labor and Payroll Tax Expense 
Test Year Ended 12-31-03 

1 South Dakota Test Year Labor 

2 South Dakota Union Employees I Total South Dakota Employees 

3 South Dakota Test Year Union Labor Expense 

SD 1103 - 4103 Union Labor Expense lncreased To Annualize 
Union Contract lncrease Effective 5/1/03 

4 Straight Time 
5 PremiumTime 
6 Vacation 
7 Total 

8 SD 1/03 - 4103 Union Labor lncreased 6.72% 

9 lncrease To South Dakota Union Labor Expense Annualizing 5/01/03 lncrease 

10 Annualized Test Year Union Labor Subject to Union Contract lncrease 

11 Annualized Test Year Union Labor increased 6.31% Per Union Contract 
lncrease Effective 05/01/04 

12 increase To South Dakota Union Labor Expense Per 05/31/04 Contract lncrease 

13 Test Year South Dakota Bonuses & Commissions 

14 Test Year SD Bonuses & Commissions Adjusted To Reflect Three Year Average 

15 Decrease in Test Year Bonuses & Commissions Due To Refecting Three Year Average 

16 Total Labor Adjustment 

Payroll Tax lncrease 
17 FICA @ 9.02% 
I 8  FUTA@.13% 
19 SUTA@.16% 

Sources: 
Column (b) 

line 1: Statement H, Schedule H-1, page 4 of 21 
line 2: Data Response 2-4 
line 3: Line 1, multiplied by line 2 
lines 4, 5, 6 and 7: 10114104 emaii from Rita Mulkern providing monthly South Dakota Gas 
labor amounts categorixed by resource code and multiplied by line 2 
line 8: 05101103 Union Contract effective 05101103 - 04130107 submitted in NG02-011 
iine 9: Line 8 minus line 7 
line 10: Line 8 plus (5103 - 12/03 straight time, premium time and vacation time from 10114104 
Rita Mulkern email multiplied by line 2) 
line 11: Line 10 multiplied 6.31% per Union Contract submitted in NG02-011 
line 12: Line I 1  minus line 10 
line 13: Rita Mulkern 10114104 email 
iine 14: Test Year Gas Utility bonuses & commissions divided by three year average 
Gas Utility bonuses and commissions per Workpaper Statement H, page 7 mulitplied by line 13 
line 15: Line 13 minus line 14 
line 16: Line 9 plus iine 12 plus line 15 
lines 17, 18 and 19: Applicable tax rates 

Exhibit-(DAJ-2) 
Schedule 2 
Page 1 



Montana-Dakota Utilities Co. 
South Dakota Gas 
Benefits Expense 

Test Year Ended 12-31 -03 

(a) (b) ( 4  (dl 
Test Year Per Books Benefits Expense Update 

Item Benefits Expense Year Ended 7-31-04 Increasel(Decrease) 

2 Pension (95,458) 33,951 129,409 

3 Post Retirement 288,819 256,732 (32,087) 

5 Workers Compensation 45,817 51 ,318 5,501 

7 Total 

Sources: 
Column (b) 

lines 1-6: Statement H, Schedule H-1, page 5 of 21 

Exhibit-(DAJ-2) 
Schedule 3 
Page 1 

Column (c) 
lines 1-6: Data Response 2-6 
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Please state your name and business address for the record. 

Keith Senger, Public Utilities Commission, State Capitol Building, 500 East Capitol Ave., 

Pierre, South Dakota, 57501. 

By whom are you employed and in what position? 

I am a utility analyst for the South Dakota Public Utilities Commission (Commission). 

Please describe your education and work experience. 

I graduated from Northern State University in May of 1992, with a Bachelor's Degree in 

Business Administration with an emphasis in Accounting and minors in both Economics 

and Computer Management Information Systems. 

In June of 1992, 1 started my employment with the State of South Dakota as an auditor 

for the Department of Legislative Audit. In January of 1998, 1 accepted employment as 

the Audit and Compliance Manager for the South Dakota Department of Transportation. 

In January of 1999, 1 joined the Commission as a staff utility analyst. 

Do you have any professional designations or memberships? 

Yes, I do. I am a Certified Public Accountant (CPA) in accordance with the South 

Dakota Board of Accountancy, a member of the American Institute of Certified Public 

Accountants and a member of the South Dakota CPA society. 



Have you previously filed testimony in other natural gas rate proceedings before 

the South Dakota Public Utilities Commission? 

Yes. I have filed testimony on behalf of Commission Staff relating to natural gas rate 

increases in Dockets NG98-011, NG99-002, NG01-010, NG02-011, NG04-001 and 

various other proceedings before the Commission. 

Are you familiar with Montana-Dakota Utilities Co.'s (MDU or Company) 

application for an increase in natural gas rates in South Dakota, Docket NG04- 

804? 

Yes. I have reviewed the Company's prefiled testimony, exhibits, working papers and 

responses to data requests as it pertains to the issues that I am addressing. 

What is your role in this docket? 

I am responsible for explaining Staff's approach to measuring MDU's South Dakota gas 

revenue requirement. I have prepared exhibits that summarize Staff's case. I have also 

prepared exhibits and will express opinions on the following specific revenue 

requirement issues: 

Rate Base: 

1. Historic Test Year amounts 

2. Plant Additions and related Accumulated Depreciation 

3. Accumulated Deferred Federal Income Tax 

4. Accumulated Deferred Investment Tax Credit 

Operatinq Income: 

Historic Test Year Amounts 

Revenue/Sales 

Depreciation Expense - Plant Additions and Depreciation Rate changes 

Ad Valorem Taxes 

Postage Expense 

Depreciation Study Expense 

Uncollectible Accounts 

Company Consumption 

Office Supplies 



10. Gain on the Sale of Plant 

11. Interest Synchronization 

12. Gross Receipts Tax (GRT) 

13. Income Tax related items 

14. Computer Rental 

'i 5. Telephone Expense 

Staff witness Jacobson will provide testimony and exhibits regarding: 

1. Labor 

2. Benefits 

3. Insurance 

4. Contract Labor 

5. Working Capital 

Staff witness Farris will provide testimony and exhibits regarding: 

1. Industry Dues 

2. Advertising 

3. Economic Development 

4. Rate Case Expense 

Staff witness Bettmann will provide testimony and exhibits regarding: 

1. Annualizing Test Year Revenues to Current Rates (NG02-011) 

2. Weather Normalization 

3. Rate Design 

Staff witness Copeland will provide testimony and exhibits regarding: 

1. Capital Structure 

2. Return on Equity 

Staff witness Towers will provide testimony and exhibits regarding: 

1. Depreciation Rates 

2. Class Cost of Service 



SUMMARY OF MDU'S CASE 

Q. What is MDU requesting in Docket NG04-004? 

A. MDU is requesting a pro forma revenue requirement of approximately $59,611,000. ' 
This includes a requested rate of return on common equity of 11.0%. More importantly, 

this represents a rate increase of approximately $1,282,000 to its current South Dakota 

gas service rates that were established in Commission Docket NG02-011. MDU 

describes this as a 2.2% overall i n c rea~e .~  However, MDU includes projected 

purchased gas costs as a component of the calculated increase. Since purchased gas 

costs are recovered dollar for dollar through the Purchased Gas Adjustment (PGA) and 

are not a component of base rates, it is more appropriate to measure the general rate 

increase excluding purchased gas costs. Accordingly, MDU is seeking a 12.3% 

increase in its 2003 existing test year base rate revenues. 5 

Q. Is MDU requesting the increase for its entire South Dakota gas system? 

A. No. MDU has two gas "systems" in South Dakota; the Black Hills gas system and the 

East River gas system. Each system is operated separately, has its own cost allocation, 

has its own individual and separate tariffs, etc. and thus, has individual and separate 

revenue requirements. MDU is only requesting a rate increase for the Black Hills gas 

system. Even though Staff and the Company often make reference to "South Dakota 

gas" we are referring to the Black Hills gas system. 

Q. What is MDU's approach to measuring MDU's revenue requirement in this case? 

A. Generally speaking, MDU starts with a twelve-month historic test year ending 12/31/03. 

MDU then adjusts the historic test year with 29 operating income pro forma adjustments" 

and nine additional rate base pro forma adjustments. 7 

Q. What are MDU's pro forma adjustments based on? 

1 Statement M, page 8 of 8 
Testimony of J. S. Gaske, page 35, lines 3 - 7 and Statement G, page 2 of 2 

3 Testimony of Company President, Bruce T. Imsdahl, page 6, lines 1 - 3, Testimony of R. A. Mulkern, 
page 11, lines 6 - 9, and Statement M, page 8 of 8 
4 Statement 0, page I of 1 and Testimony of Company President, Bruce T. lmsdahl , page 6, lines 7 - 14 

$1,2828,133 /($44,201634 - $34,335,947) 
6 Statement M, pages 3 and 4 of 8 
7 Statement M, page 5 of 8 



MDU indicates that the pro forma adjustments are "known and measurable," but in 

reality MDU's pro forma adjustments are based on 2004 projected customer increases, 9 

2004 projected gas costs, 2004 projected plant additions and 2004 budgeted 

expenses. l2 AS a result of these forecasts and projections, MDU ultimately labels the 

adjusted test period as "Pro Forma 2004." l3 

Are you indicating that all of MDU's adjustments are based on forecasts, 

projections and budgets? 

No. MDU proposes certain adjustments based on sound "known and measurable" 

principles, but many are based on projections, forecasts and budgets. 

Do you support MDU's use of forecast and projections? 

No, I do not. 

Why not? 

The objective of a rate case is to establish a per unit charge to recover the cost of 

service that reflects the appropriate matching of costs and investments to the revenue 

generated from that per unit charge. A projected test year, as opposed to a historic test 

year adjusted for known and measurable changes, is the result of a series of 

assumptions and estimates. Such a process cannot be considered as reliable as 

historical data for evaluating this revenue and cost relationship. Furthermore, 

projections can be speculative and difficult to verify for accuracy. Staff believes the use 

of incorrect projections is undesirable for ratemaking purposes. Therefore, Staff 

generally opposes the use of partially or fully forecasted or projected test years. 

Based on your education and experience, please describe what you believe is 

meant by the terms "known" and "measurable" as used in ARSD 20:10:13:44. 

In general, to qualify as known and measurable, a cost of service item must be known as 

to its nominal amounts or costs, and its effect on the test year must be measurable. An 

8 Testimony of Rita A. Mulkern, page 2 line 13, page 3 line 15, page 9 line 21, page 10 line 1 
9 MDU Response No. 1-4, attachment A, support for Statement I, pages 54-55 
10 MDU Response No. 1-4, attachment A, support for Statement H, page 5 
11 Statement D 
12 MDU response No. 1-4, attachment A, support for Statement H, page 53-56 
l3 Statement D, Schedule D-2, pages 3 and 4 of 4; Statement I, pages 2 and 3 of 10; and Statement N, 
Schedule N-I 



adjustment is "measurable" when its effect on test year investment, expense and 

revenue relationships can be reasonably calculated. 

Do you believe MDU's use of projections and forecasts meet the "known and 

measurable" criteria? 

No 

Please explain. 

Again, projections, forecasts, assumptions and estimates are speculative. They are 

certainly not known. Additionally, many of the projections, forecasts, assumptions and 

estimates are made with little regard to the revenuelcost relationships; therefore, they 

are not measurable. 

SUMMARY OF STAFF'S CASE 

What was Staff's approach to measuring MDU's revenue requirement in this case? 

As in previous rate cases, Staff is measuring MDU's South Dakota gas revenue 

requirement on a recent historical twelve-month period (test year) basis. Staff's analysis 

of the South Dakota gas operation reflects a number of adjustments to MDU's revenues, 

expenses, and investments for that test year. These adjustments are made with the 

objective of conforming the test year to emulate normal, ongoing conditions, and to 

reflect cost and operational changes which are known and reasonably measurable. 

Do you believe Staff's method is an appropriate method for measuring the cost of 

service? 

Yes, I do. Unquestionably, a historic test year is the actual measurement of the cost of 

service for that period. Additionally, a historic test year reflects a synchronized 

relationship among investments, costs and revenues. If one does a reasonably good job 

of adjusting the test year for known and measurable changes, one has updated the 

relationship that occurred during the test year to reflect current conditions. If one relies 

on the test year relationships which have been accurately adjusted, the results should 

produce fair and reasonable rates. 



Do you believe the use of a historic test year adjusted for known and measurable 

changes helps assure the company is operating efficiently? 

Absolutely. In a monopoly environment, the use of a historic test year is one of the few 

effective tools the Commission has for assuring efficiency within the monopoly. Wall 

Street demands that the company control costs and be efficient in order to increase the 

bottom-line. If the company fails to be efficient and control costs, the bottom line suffers 

and the stock price falls. The use of a historic test year preserves this Wall Street 

mandated efficiency and uses it in setting rates. On the contrary, a projected test year 

allows a company to name the cost of service it desires. 

Has the Commission ever accepted a projected test year in rate setting? 

To the best of my knowledge, Commission Staff has never recommended a revenue 

requirement, or accepted a company proposed revenue requirement that is based on a 

projected test year for an established company service territory. In fact, Staff has filed 

testimony in numerous cases to rebut and reject revenue requirements based on a 

projected test year. In these cases, Staff has offered a revenue requirement based on a 

historic test year adjusted for known and measurable changes. Additionally, the 

Commission, to the best of my knowledge, has never approved a projected test year in a 

rate case proceeding for an established company service territory. Furthermore, the 

Commission has issued a number of orders rejecting company proposed revenue 

requirements based on a projected test year. Therefore, Staff's revenue requirement, 

unlike MDU's, is in full compliance with past Commission practice. 

Have you prepared exhibits which summarize Staffs positions? 

Yes. Staff Exhibit-(KAS-I), Schedule 3 lists Staff's positions on the specific issues 

relating to MDU's South Dakota, Black Hills gas operating income while Staff 

Exh ib i t (KAS-2) ,  Schedule 2 lists Staff's positions on specific issues relating to MDU's 

South Dakota, Black Hills gas rate base. Staff Exhibit-(KAS-I), Schedule 2 and Staff 

Exh ib i t (KAS-2) ,  Schedule 1 summarize these positions, while Staff Exhibit-(KAS- 

I ) ,  Schedule 1 calculates Staff's position on MDU's total revenue deficiency and revenue 

requirement. 

Based on analysis performed, has Staff found MDU's request for approximately 

$1,282,000 of additional revenue to be justified? 



A. No. Staff's case indicates that the Company's request exceeds its requirement for 

additional revenue from South Dakota, Black Hills gas system customers. Specifically, 

Staff determined that a rate increase of $210,448 l4 allows the Company to recover its 

ongoing costs and allows for the opportunity to earn a reasonable and fair return on 

utility investment. Staff's recommendation includes an allowable rate of return on 

common equity of 9.25%.15 

TEST YEAR AMOUNTS 

Did MDU file a historic test year with this case? 

Yes. As stated earlier, MDU starts with a twelve-month historic test year ending 

12/31/03. 

What did you use as a test year for Staff's case? 

I also used a historic test year ending 12/31/03. This is sometimes referred to as 

"12/31/03 per books." I obtained the historic test year amounts from various Company 

statements, supporting schedules and Company responses to Staff data requests. 

Staff's historic test year amounts are found on Staff Exh ib i t (KAS- I ) ,  Schedule 3, 

column b and Staff Exhibit-(KAS-2), Schedule 2, column b. 

Do your historic test year amounts agree with the Company historic test year 

amounts? 

All my historic test year amounts that pertain to the operating income statement agree 

with MDU's amounts. However, my historic test year amounts that pertain to rate base 

differ. 

Why do they differ? 

For the most part, the differences are due to the method used in calculating "average" 

rate base. MDU's average rate base amounts were derived from the beginning period 

(12/31/02) and the ending period (12/31/03) account balances. My average rate base 

l4 Staff E x h i b i t ( K A S - I ) ,  Schedule I, column b, line 10 
l 5  Testimony of Basil L. Copeland Jr. and Staff Exhibit-(BLC-I), Schedule 1, column d, line 3 

8 



amounts were the result of a 13 point average using the ending account balances for 

thirteen months. 

Please explain a thirteen-point average. 

A thirteen-point average, in its simplest form, is derived from averaging the ending 

balances from thirteen consecutive months. The ending balances for the thirteen-month 

period captures the entire year's activity. In Staff's case, we used a test year starting 

January 1, 2003, and ending December 31, 2003. Since the 12/31/02 ending balance is 

also the 1/01/03 beginning balance, Staff has captured the entire year's activity using the 

thirteen-point average. 

Why did you use this thirteen-point average instead of MDU's average? 

Historically the Commission has used thirteen-point averages, for rate base items 

because it better reflects the matching of costs, investments and revenues that I spoke 

of earlier. 

Please explain. 

Under MDU's method, a plant item placed in service during the last month of a test year 

is inappropriately weighted as if it has been in service for six months. Since revenue is 

recorded as an accumulation of a year's activity, the books and records for that year 

would only reflect one month's worth of revenue generated from that plant, thus creating 

a mismatch. A thirteen-month average would weight that plant appropriately to better 

reflect the matching principle. 

Were you able to obtain Black Hills gas amounts for all rate base items? 

No. MDU indicated that they were unable to obtain Black Hills gas utility amounts for 

customer deposits and the accumulated provision for injuries and damages.16 

What did you do? 

The Company was able to provide South Dakota gas and electric utility amounts for 

customer deposits and total company gas and electric amounts for accumulated 

provision for injuries and damages. I allocated these amounts to Black Hills gas utility 

l6 Company response to DRI-16 and 1-19 



based on company revenue. A summary can be found on Staff Exhibit-(KAS-2) 

Schedule 3. 

PLANT ADDITIONS 

Q. Is MDU proposing any adjustments to plant? 

A. Yes. MDU proposes adjustments to plant in service for budgeted and projected plant 

additions through 12/31/0.4.'~ Additionally, MDU is proposing to adjust the corresponding 

accumulated depreciation and depreciation expense for those projected plant additions 

and retirements." 

Q. Do you agree with MDU's method of adjusting plant? 

A. No. MDU's plant adjustments are based on budgeted and/or projected plant additions. 

Thus, the plant adjustments do not conform to the known and measurable criteria. 

Q. Are you proposing known and measurable plant adjustments to the historic test 

year? 

A. I am proposing to annualize actual post test year non-revenue producing plant additions 

that have actually been placed in service and are used and useful. I am also adjusting 

depreciation expense and accumulated depreciation by the related amounts. This 

adjustment can be found on Staff Exhibit-(KAS-2) Schedule 7. 

Q. Please explain what you mean by "non-revenue producing plant." 

A. A plant item that is designed to serve new loads, provide additional service to existing 

loads, lower the cost by enhancing productivity or decrease operational expense through 

reducing maintenance or upkeep is revenue (operating income) producing. Additionally, 

a plant item may be deemed to be revenue producing if it increases cash inflow or 

decreases cash outflow other than the cash outflow for the cost of plant item. Non- 

revenue (non-operating income) producing plant does not produce any new revenue, 

cost savings or changes in cash flow. 

" Statement D 
I8  Statements E and J 



Why adjust only non-revenue producing plant additions? 

Non-revenue producing plant additions are the only investments where the effect on the 

cost, investments and revenue relationships can be measured with reasonable certainty, 

thus fulfilling the requirements of the "matching principle." 

DEFERRED FEDERAL INCOME TAX FOR PLANT ADDITIONS 

Have you reviewed MDU's adjustment to deferred federal income taxes for plant 

additions? 

Yes. 

Please explain this adjustment. 

Because of the differences in income tax depreciation and book depreciation, it is 

necessary to adjust the deferred federal income tax and the related accumulated 

provision for deferred income tax for the tax differences created by the two different 

depreciation rates on the plant additions. MDU adjusts for those differences based on 

MDU 2004 projected plant additions using the MDU new depreciation rates.lg 

Do you agree with this adjustment? 

I agree that an adjustment needs to be made. However, Staff disagrees with MDU's 

proposed deprecation rates and MDU's 2004 project plant additions. 

What are you proposing? 

I propose an adjustment similar to MDU except I used Staff's plant additions and Staff's 

depreciation rates. This adjustment is found on Staff Exhibit-(KAS-2) Schedule 7. 

ACCUMULATED DEFERRED INCOME TAX FOR NORMALIZATION FOR 2004 

IS MDU proposing an adjustment to the accumulated provision of deferred income 

tax for normalization for 2004. 

Yes. 



1 

2 Q. Does Staff accept this adjustment? 

No. MDU indicated that this adjustment is to make the accumulated provision for 

deferred income tax to reflect 2004 levels. 20 Staff believes this is not a proper known 

and measurable adjustment because it is based on 2004 pro forma projections. 

Therefore, Staff is not making this adjustment. 

COST OF GAS 

Have you reviewed MDU's adjustment for cost of gas? 

Yes. 

Please explain this adjustment. 

MDU is proposing an increase in commodity charges of $1 1,747,188. " That represents 

a 34% increase for test year gas costs. 22 This increase is based on what MDU terms as 

"gas costs effective June 1, 2004, adjusted to reflect an annual gas cost for 2004," 23 or 

what I consider a 2004 projected cost of gas. 

Do you agree with MDU's adjustment? 

No, I do not. First, commodity costs flow directly through the PGA. Except for a few 

minor adjustments that are correlated to the revenues related to gas cost (i.e. gross 

receipt tax, uncollectible accounts, etc.), the cost of gas will not affect the revenue 

deficiency. Second, MDU's adjustment attempts to project the cost of gas for the entire 

2004 calendar year. Third, even if MDU's projection is accurate, an increase of 34% in 

gas cost will cause other changes in operating income that cannot be accurately 

measured. For example, customers may decrease usage due to conservation, better 

insulation, and possible fuel switching. For these reasons, Staff believes that MDU's 

adjustment to gas cost is not a known and measurable adjustment. 

19 Statement K, page 8 and 14 of 16 
20 Telephone discussion with Rita Mulkern on 10/12/04 
21 Statement H Schedule H-1, page 3 of 21 
22 $1 1,747,188 /$34,335,947 - see Statement H Schedule H-I, page 3 of 21 
23 Testimony of Rita A. Mulkern, page 3, line 23 and page 4, line 1 



What are your proposing? 

Staff chooses to leave gas costs at test year levels without adjusting. 

SALES 

Is MDU proposing any adjustments to revenues? 

Yes. MDU is proposing five adjustments to revenues. 

Please explain these adjustments. 

MDU first adjusts revenues by applying current rates to 2003 test year sales volumes. 

Because of the timing of the implementation of distribution rates established in NG02- 

01 1, MDU's 2003 test year sales revenues include approximately eleven months of 

sales revenues under distribution rates prior to those established in NG02-011 and one 

month under current rates determined in NG02-011. Therefore, MDU's adjustment 

recalculates 2003 test year sales using NG02-011 distribution rates. This adjustment 

also included an increase for MDU's 2004 projected cost of gas. 24 

MDU's second revenue adjustment adjusted test year sales volumes for normal weather 

conditions at NG02-011 rates.25 

MDU's third revenue adjustment annualizes customer numbers and related sales 

volumes to 2003 year end customer numbers.26 

MDU's forth revenue adjustment adjusts customer numbers and related sales volumes 

for projected 2004 year-end customer numbers.27 

MDU's fifth revenue adjustment includes late payment revenues in the cost of ser~ ice.~ '  

Does Staff agree with these five adjustments? 

24 Statement I, page 4 of 10 
25 Statement I, page 5 of 10 
26 Statement I, page 6 of 10 
27 Statement I, page 7 of 10 
28 Statement I, page 8 of 10 



Staff agrees that 2003 test year sales revenues need to be adjusted for current rates 

established in NG02-011 and agrees that test year sales volumes need to be normalized 

for weather conditions. However, Staff disagrees with MDU regarding the increases in 

revenues for the 2004 projected cost of gas, the annualizing of customer numbers and 

volumes, and the increase in customer numbers and volumes to the 2004 projected 

year-end levels. Staff also disagrees with the inclusions of the late payment revenues. 

What are you proposing? 

I am proposing one adjustment which adjusted 2003 sales revenue by the Staff's 2003 

calculated weather normalized sales volumes at current rates. Staff witness Bettmann 

calculated the weather normalized test year sales volumes and then calculated 2003 

revenue with those volumes at NG02-011 distribution rates. *' 1 then subtracted the 

difference of the test year total sales revenues and the test year cost of gas from Staff 

witness Bettmann's distribution sales revenues to arrive at Staff's revenue adjustment 

for normal weather at NG02-011 distribution rates. This adjustment does not adjust test 

year cost of gas, and sales volumes due to changing customer counts. Staff's 

adjustment can be found on Staff Exh ib i t (KAS-1)  Schedule 8. 

Why not adjust the cost of gas? 

As explained earlier, Staff does not believe that the cost of gas adjustment proposed by 

MDU is a known and measurable adjustment because the indirect operating income 

effect of a 34% increase in the cost of gas cannot be measured outside a test year. 

Why not adjust customer numbers as MDU did? 

MDU annualized customer numbers and related sales volumes to 2003 year-end 

customer counts and then further adjusted customer numbers and related sales volumes 

to projected 2004 year-end customer counts. Staff disagrees with these adjustments 

because they are not proper known and measurable adjustments. 

MDU's actual customer counts have been increasing slightly over time but within the 

course of a year, the customer counts tend to drop during the late spring and summer 

months and then increase during the late fall and winter months. 30 

29 Staff Exhibit(MCB-5) Schedule 5 
30 MDU monthly reports 



MDU adjusts sales and the cost of gas but fails to reflect any additional operating 

income effect of the changing sales volumes due to the normal fluctuation in customer 

counts. These related operating income effects are impossible to measure outside the 

test year; therefore, they are not known and measurable. Furthermore, Staff does not 

accept the 2004 projected customer counts. Staff believes the relationship established 

within the test year between investments, costs and revenues is best left unadjusted 

when operating income effects cannot be measured. 

What does Staff propose regarding MDU's late payment revenue adjustment? 

Staff proposed leaving these revenues below the line. This issue is addressed by Staff 

witness Jacobson. 

AD VALOREM TAXES 

Did the Company propose an adjustment to Ad Valorem Taxes? 

Yes. The Company calculated an Ad Valorem Tax increase based on MDU 2004 

projected plant balances discussed above. More specifically, MDU calculated the 

effective Ad Valorem tax rate by function based on 12/31/03 average plant balances and 

the actual Ad Valorem taxes paid during 2003. MDU then multiplied the 2004 pro forma 

plant balances by this functional specific effective tax rate to obtain the pro forma Ad 

Valorem tax adj~stment.~' 

Do you agree with this adjustment? 

I agree in theory that as plant balances increase MDU may pay higher ad valorem taxes. 

However, MDU's adjustment calculated the increase based on the 2004 pro forma plant 

which included plant addition that Staff has disallowed. 

Do you propose a known and measurable adjustment to Ad Valorem Taxes? 

Yes. I propose a known and measurable adjustment using Staff's additions to plant 

multiplied by MDU's calculated effective Ad Valorem tax rate. This adjustment is 

summarized on Staff Exh ib i t (KAS- I ) ,  Schedule 9. 



ACCUMULATED DEFERRED INVESTMENT TAX CREDIT 

How is MDU accounting for the Accumulated Deferred lnvestment Tax Credit 

(ADITC)? 

It is my understanding that MDU is amortizing the ADITC over 20 years.32 

Are you proposing an adjustment to ADITC? 

Yes. During Staff's review of MDU1s case, it was noted that MDU was amortizing the 

ADITC over a period shorter than the average service lives of the plant associated with 

the investment tax Staff's adjustment, as found on Staff Exhibit - (KAS-2), 

Schedule 6, restates the ADITC balance as if MDU has been amortizing the ADITC over 

the average service lives of the plant, which MDU indicates to be 26.0 years instead of 

20 years. This adjustment conforms with Staff's previous treatment of MDU's ADITC. 

Why is this adjustment necessary? 

MDU has been allowed certain tax credits. The only benefit the ratepayers receive from 

these tax credits is a deduction to rate base. Shortening the length of the amortization 

period would decrease the benefit the ratepayers receive from the investment tax credit. 

Furthermore, the rapid amortization does not match cost with the benefits. It would be 

improper to depreciate the cost of a plant item over a shorter period of time than its 

estimated useful life; likewise the benefit should also reflect the plant item's useful life. 

DEPRECIATION EXPENSE 

Have you reviewed MDU's adjustment to depreciation expense? 

Yes. Actually the company proposes two adjustments to depreciation expense both of 

which are related to updating depreciation rates. 

31 Statement L, Schedule L-I, page 1 of 4 
32 MDU Response 1-23 and 1-23 
33 MDU Response 1-23 and 1-23 



Q. Please explain these adjustments. 

A. MDU has completed a depreciation study which indicates that depreciation rates MDU 

used in the 2003 test year need to be updated to better reflect remaining lives. MDU 

has implemented these rates in 2004. 

The first of these adjustments adjusted the 2003 test year depreciation expense and 

accumulated depreciation to the 2004 depreciation rates. 34 The second adjustment 

adjusted depreciation and accumulated depreciation for vehicles and work equipment 

that is indirectly charged to O&M expense through clearing accounts. 35 Both 

adjustments were based on 2003 test year plant and 2004 pro forma plant additions. 

Q. Do you agree with MDU's adjustments? 

A. No. First, Staff disagrees with the depreciation rates that MDU used. Second, Staff 

disagrees with the pro forma plant additions (as discussed earlier). 

Q. What are you proposing? 

A. Staff witness Towers is providing testimony on what he believes are the appropriate 

depreciation rates. I have taken those depreciation rates and recalculated the 

depreciation amount (depreciation recorded to both depreciation expense and O&M 

expense) and the related accumulated depreciation for the test year average plant 

balances. This adjustment can be found on Staff Exh ib i t (KAS- I ) ,  Schedule 5. 1 

have also calculated the depreciation amount (depreciation recorded to both 

depreciation expense and O&M expense) and the related accumulated depreciation for 

plant additions. This adjustment can be found on Staff Exh ib i t (KAS-2) ,  Schedule 7. 

DEPRECIATION STUDY 

Q. Have you reviewed MDU's adjustment for the depreciation study? 

A. Yes. 

Q. Please explain this adjustment. 

34 Statement J 

17 



1 A. In 2002 and 2003 MDU paid a consulting firm a total of $55,576.65 to conduct a 

2 depreciation study. According to MDU, the cost for this study has been coded to 

clearing accounts and has not yet been charged to the South Dakota gas expense 
36 accounts. Since this is a non-recurring cost, MDU proposes to amortize the South 

Dakota Gas portion of this study, $1 5,249, over a five year period. 37 MDU has chosen 

not to include any of the unamortized balance in rate base. 

Do you agree with MDU's adjustment? 

I agree that the cost of the depreciation study is a nonrecurring expense that is 

appropriately recovered over a period of time. Therefore, I have included MDU's 

adjustment on Staff Exh ib i t (KAS-1)  Schedule 3, column e. 

COMPUTER RENTAL 

Have you reviewed MDU's adjustment for computer rental? 

Yes. 

Please explain this adjustment. 

MDU is proposing an adjustment which increases computer rental for an additional 

server that will be used in the operation of MDU's Geographic Information System. 38 

Do you agree with MDU's adjustment? 

No. MDU indicated that the GIs "benefits include more efficient engineering, tracking, 

and management of gas facilities by construction crews and region offices, reduced 

dependency on other departments for information, and timely and consistent data 

retrieval from a centralized database." 39 Because, it is impossible to measure the 

operating income effect of these efficiencies, I do not believe this is a proper known and 

measurable adjustment. The inclusion of the increase in rental expense without also 

accounting for the decrease in expenses caused by the efficiency violates the matching 

35 Statement H, Schedule H-1, page 8 of 21 
36 MDU Response 2-21, 3-6, 3-1 8 
37 Statement H, Schedule H-I, page 18 of 21 and MDU Response No.1-4, Attachment support for 
Statement H, pages 87 - 90 
38 Statement H, Schedule H-1, page 14 of 21 



principle. Therefore, Staff has not accepted this adjustment. Furthermore, MDU has 

now indicated that the rental of the new GIs server has been pushed back until the first 

quarter of 2005. 40 

ACCOUNTS 

Have you reviewed MDU's adjustment for uncollectible accounts? 

Yes. 

Please explain this adjustment. 

MDU is proposing an adjustment which increases uncollectible accounts by 0.36% of the 

difference between test year and pro forma revenues. The 0.36% is based on a five 

year average of revenues and net write-offs. 41 

Do you agree with MDU's adjustment? 

In general, I do agree there is a correlation between uncollectible accounts and sales; as 

customers use more natural gas, or when the commodity charge increases, a gas 

distribution company will experience an increase in uncollectible accounts. I do not 

concede that this correlation is a direct one to one relationship in that if revenues 

increase by lo%, uncollectible accounts will increase by 10%. However, MDU used a 

five year average of the net direct write-offs to revenues, so this average would include 

an extended timeframe thus capturing both low and high percentage write-offs so I 

believe the 0.36% is a reasonable measure. Therefore, I agree with the theory of MDU 

adjustment, but I disagree with MDU's adjustment amount because MDU calculated the 

adjustment to uncollectible accounts based on MDU pro-forma revenues of $58,064,657, 

which included the 2004 projected cost of gas and 2004 projected customer numbers . 

Q. What do you propose? 

39 

40 
MDU Response 2-22b 
MDU Response 2-22c 

41 Statement H, Schedule H-I, page 13 of 21, and MDU Response No. 1-4, support for Statement H, 
page 58 - 59 



I propose an increase to uncollectible accounts by 0.36% of Staff's adjustments to sales 

revenues. Additionally, I proposed increasing uncollectibles by 0.36% of the revenue 

deficiency. This adjustment can be found on Staff Exhibit ( U S - 1 )  Schedule 7. 

OFFICE SUPPLIES 

Have you reviewed MDU's adjustment to office supplies? 

Yes. 

Please explain MDU's adjustment. 

MDU proposed a $15,167 decrease to the 2003 test year office supplies expense. 42 

MDU indicated that the decrease represented non-recurring purchases of software and 

software licenses purchased in 2003. 43 

What are you proposing regarding office supplies? 

Since this adjustment removed non-recurring expenses recorded in the 2003 test year, 

resulting in a better reflection on ongoing operations, I have included MDUJs adjustment 

in Staff's case on Staff Exhibit-(KAS-I) Schedule 3, column f. 

COMPANY CONSUMPTION 

Have you reviewed MDU's adjustment to company consumption? 

Yes. 

Please explain MDU's adjustment. 

MDU proposed an adjustment that increased the expense for natural gas that MDU 

consumes by 26.57%. MDU calculated this 26.57% increase by comparing the 2003 

test year sales revenues to MDU's "Normalized" test year revenue. MDU calculated the 

normalized revenues by normalizing test year volumes for normal weather, and then 

42 Statement H, Schedule H-I, page 11 of 21 
43 MDU Response 2-27 

20 



calculated revenue using NG02-011 distribution rates and MDU 2004 projected cost of 

gas. 

Do you agree with MDU's adjustment? 

Since the test year revenues reflect about 1 I months under rates prior to NG02-011 and 

one month under current rate determined in NG02-011, I agree that company 

consumption needs to be increased by the increase in rates. I also agree that the 

volumes should be weather normalized. However, I disagree with using a 2004 

projected cost of gas for the same reasons as listed earlier. 

What are you proposing for an adjustment? 

I am proposing an increase for company consumption of 2.48%. Staff's adjustment can 

be found on Staff Exh ib i t (KAS-1)  Schedule 6. 

How did you arrive at the 2.48% increase? 

I compared Staff's sales revenue increase for weather normalized volumes at NG02-011 

rates to the test year sales revenue which represent a 2.48% increase. 

Explain the difference between MDU's 26.57% increase and your 2.48% increase. 

The difference is due predominantly to the cost of gas used in each adjustment. MDU's 

26.57% increase included the 2004 pro forma projected cost of gas where Staff's 2.48% 

increase used test year cost of gas. 

TELEPHONE EXPENSE 

Have you reviewed MDU's adjustment to telephon 

Yes. 

Please explain MDU's adjustment. 



MDU proposed an increase in telephone expense of $362. 44 MDU supported this 

increase with 2004 budgeted amounts 45 and indicated that the increase was "due to an 

increase in voice calls and cell phone usage. .. 19 46 

What are you proposing regarding this adjustment? 

Since MDU indicated this increase was due to increased telephone usage, I do not 

believe it is a proper known and measurable adjustment. An increase in anticipated 

telephone usage, as opposed to an increase in telephone rates that MDU pays, violates 

the matching principle because one is unable to measure the additional direct or indirect 

effects on operating income that changes in usage may have. Therefore, I am not 

accepting MDU's adjustment to telephone expense. 

POSTAGE EXPENSE 

Did you review MDU's postage expense adjustment? 

Yes. 

Please explain MDU's adjustment. 

MDU proposed a postage adjustment which decreased the test year postage expense 

by $4,692. 47 MDU made this adjustment because the 2003 test year amount recorded 

as postage expense included a meter fill charge in December of 2003 that is normally 

recorded in January. 48 

What are you proposing in regard to the postage adjustment? 

Since MDU's adjustment better reflects normal ongoing operations, I have included 

MDU's adjustment in Staff's case on Staff Exhibit-(KAS-I) Schedule 3, column d. 

44 Statement H, Schedule H-1, page 10 of 21 
45 MDU Response 1-4, support for Statement H, page 54 
46 MDU Response 2-28 
47 Statement H, Schedule H-I, page 9 of 21 
48 MDU Response 2-29 



GAIN ON THE SALE OF PLANT 

Are you proposing an adjustment for the gain on the sale of plant? 

Yes. 

Please explain your adjustment. 

MDU's previous natural gas rate case, NG02-011, was approved by the Commission as 

a result of a settlement stipulation between Staff and MDU. In that settlement, Staff's 

case included an adjustment for a five year amortization for gains that MDU realized on 

the sale of certain plant items. A majority of the gain related to the sale of land and 

office building located in Rapid City. Staff's rationale provided for this adjustment in 

NG02-011 indicated that these plant items were previously rate base items supported 

and paid for by rate payers thus the rate payers should receive the benefits of any gain 

on sale. Since the gain set up in NG02-011 has not yet been fully amortized, the NG02- 

01 1 adjustment needs to be carried forward. 

INTEREST SYNCHRONIZATION 

Have your reviewed MDU's proposed lnterest Synchronization Adjustment? 

Yes. 

Please explain this adjustment. 

The MDU lnterest Synchronization Adjustment 49 resulted in an adjustment to federal 

income tax. This adjustment was necessary to synchronize the tax deduction for interest 

on long term debt with the adjusted rate base and weighted cost of long-term debt. 

Do you agree with MDU's adjustment? 

I agree with the method MDU used to calculate the adjustment. However, I did not 

agree with the calculation inputs or the actual amount of the adjustment. 

What are you proposing in regard to the lnterest Synchronization Adjustment? 

49 Statement K, page 7 of 16 



I am proposing an adjustment using Staff's historic test year rate base as adjusted for 

known and measurable changes and staff's weighted cost of long term debt. Staff's 

adjustment is found on Staff Exhibit ( K A S - I ) ,  Schedule 4. 

GROSS RECEIPTS TAX 

Have you prepared any gross receipts tax (GRT) adjustments? 

\!es. Staff Exhibit ( K A S - I ) ,  Schedule 3, line 23 calculates the GRT tax effect of all of 

Staff known and measurable adjustments. Staff Exhibit ( K A S - I ) ,  Schedule 1, line 8 

calculates the GRT effect of the Staff calculated Revenue Deficiency (Excess). Staff 

Exhibit ( K A S - I ) ,  Schedule 10 adjusts the test year GRT expense to match MDU's 

reported test year revenues. 

Why is it necessary to adjust GRT? 

MDU pays $0.0015 for each dollar of sales, transport and certain other miscellaneous 

revenues collected from South Dakota customers. Therefore, it is necessary to calculate 

the GRT effect of each known and measurable adjustment that Staff makes to MDU's 

revenues, including the income deficiency. 

MDU is required to pay the GRT by July 15 of each year based on the revenues of the 

preceding calendar year. Therefore, the GRT paid and recorded in the 2003 test year is 

based on 2002 revenues. In order to appropriately match expenses with revenues, an 

adjustment is necessary to recalculate GRT using 2003 test year revenues. 

Does this conclude your testimony? 

Yes. 



Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Revenue Requirement 
Adjusted Test Year Ended December 31,2003 

Line 

Staff Proposed 
South Dakota - Gas 

Adjusted 2003 
Description Test Year 

(a) (b) 

Average Rate Base $ 17,081,188 

Adjusted Test Year Operating Income 1,355,789 

Overall Rate of Return 7.937% 

Rate of Return 8.734% 

Required Operating Income 1,491,886 

Income Deficiency (Excess) 136,097 

Gross Revenue Conversion Factor 

Revenue Deficiency (Excess) 209,380 

Bad Debts on Revenue Deficiency (0.36%) 754 

Gross Receipts Tax (at 0.001 5) 314 

Total Revenue Deficiency (Excess) 

Adjusted Test Year Revenue 45,832,523 

Revenue Requirement $ 46,042,971 

SOURCES: 
Column b, line 1: KAS-2, schedule 1, page 1, column d, line 32 
Column b, line 2: KAS-1, schedule 2, page 1, column d, line 31 
Column b, line 3: Line 2 divided by line 1 
Column b, line 4: BLC-1, Schedule 1, column d, line 4 
Column b, line 5: Line 1 * line 4 
Column b, line 6: Line 5 less line 2 
Column b, line 7: 35/65 + 1 
Column b, line 8: Line 6 * line 7 
Column b, line 9: Line 8 *0.36% 
Column b, line 10: Line 8 * 0.001 5 
Column b, line 11: Line 8 plus line 9 
Column b, line 12: KAS-1, schedule 2, page 1, column d, line 5 
Column b, line 13: Line 11 plus line 10 

Exhi bit-(KAS-I) 
Schedule 1 
Page 1 of 1 

MDU Proposed 
South Dakota - Gas 

Pro Forma 2004 Difference 
(c) (dl  

Column c, lines 1 - 12: Statement M, page 8 of 8 

Column d: Column b less column c 



E x h i b i t ( K A S - 1 )  
Schedule 2 
Page 1 of 1 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating lncome Statement With Known and Measurable Adjustments and Revenue Adjustment 
Adjusted Test Year Ended December 31, 2003 

Adjusted 
Total Test Year 

South Dakota Staff Adjusted Revenue with Revenue 
Per Books Adjustments Test Year Adjustment Adjustment 

(b) (c) ( 4  ( 4  (9 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

'I 8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 

32 

33 

34 

Description 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transpiration (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 728, 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal lncome Taxes 
Deferred lncome Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Rate Base 

Rate of Return 

Staff Proposed Rate of Return 

SOURCES: 
Line 5: Sum of lines 2 through 4 
Line 15: Sum of lines 8 through 14 
Line 29: Sum of lines 19 through 28 
Line 30: Sum of lines 15, 16, 17, and 29 
Line 31 : Line 5 less line 30 
Line 33: Line 31 / line 32 
Line 34: BLC-1, Schedule 1 
Column b: KAS-1, schedule 3, column b 
Column b, line 32: KAS-2, Schedule 1, column b, line 32 

Column c: KAS-1, schedule 3, column x 
Column d: Column b plus column c 
Column d, line 32: KAS-2, Schedule 1, column d, line 32 
Column e, line 2: KAS-1, schedule 1, page 1, column b, line 11 
Column e, line 24: KAS-1, schedule 1, page 1, column b, line 10 
Column e, line 25: KAS-1, sch I, p I, col b, line 8 less 

KAS-1,sch1,p1,colb,l ine6 
Column f: Column d plus column e 
Column f, line 32: KAS-2, Schedule 1, column d, line 32 



E x h i b i t I K A S - 1 )  
Schedule 3 
Page 1 of 4 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating Income Statement With Known and Measurable Adjustments 
Adjusted Test Year Ended December31,2003 

ine 
.Io- 

Sale of 
Depreciation Plant Depr. 

South Dakota Interest Postage Study Office Company Assets Rate 
Description Per Books Sync Expense Expense Suplies Bad Debt Consumption (NGOZ-011) Change 

( 4  (b) (c) (d) (e) (9 (9) (h) (0 O 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 
Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 1,815,584 (407,367) 

Gain on Sale (82,100) 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 44,031,426 47,537 (3,060) 1,982 (9,859) 2,460 422 (53,365) (122,906) 

OPERATING INCOME 

Source 

Staff Witness Testimony 

Staff position on MDU's Adjustment 

KAS-1, Sch 4 St. H, Sch. H-I St. H, Sch. H-I St. H, Sch. H-I KAS-1, Sch 7 KAS-1, Sch 6 NG02-011 KAS-1 Sch 5 
Page 9 of 21 Page 18 of 21 Page 11 of 21 Settlement 

Senger 

Adjusted 

Senger Senger Senger Senger Senger Senger Senger SengeriTowerj 

Adjusted Accepted Accepted Accepted Adjusted Adjusted Staff Proposed Adjusted 



Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating Income Statement With Known and Measurable Adjustments 
Adjusted Test Year Ended December 31,2003 

E x h i b i t ( K A S - 1 )  
Schedule 3 
Page 2 of 4 

Description 
(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING RNENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805,808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Source 

Staff Witness Testimony 

Staff position on MDU's Adjustment 

Tax Ad. Distribution ClosinglFiling 
Adjustment Rates and Rate and Proir GRT on  

Plant on  Plant Weather Industry Economic Case Period Test Year 
Additions Additions Normalized Dues Advertising Develoment Expense Adjustments Revenues 

(k) (1) (m) (n) (0) (P) (4) (0 (s) 

KAS-2 Sch 7 KAS-1 Sch 9 KAS-1 Sch 8 MMF-1, Sch 1 MMF-I, Sch 2 MMF-1, Sch 3 MMF-1, Sch 4 Statement K KAS-1 Sch 10 
Page 10 of I 6  

Senger Senger BettmannlSenger Farris Farris Farris Farris Senger Senger 

Adjusted Adjusted Adjusted Adjusted Adjusted Staff Proposed Updated Accepted Adjusted 



Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating Income Statement With Known and Measurable Adjustments 
Adjusted Test Year Ended December 31,2003 

Total 
ne Insurance Staff Adjusted 
lo_ Description Labor Benefits Expense Adjustments Test Year 

( 4  (t) ( 4  ('4 (w) (x) (Y) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 
Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Source 

Staff Wltness Testimony 

DAJ-2, Sch 2 DAJ-2, Sch 3 DAJ-2, Sch 1 

Jacobson Jacobson Jacobson 

Exhibit-(KAS-I) 
Schedule 3 
Page 3 of 4 

Staff position on MDU's Adjustment Adjusted Adjusted Adjusted 



Montana Dakota Utilities Co. 
Docket NG04W4 
South Dakota Gas Operating Income Statement With Known and Meaurable Adjustments 
Adjusted Test Year Ended December 31, 2003 

SOURCES: 
Line 5: Sum of lines 2 through 4 

Line 29: 
Line 30: 
Line 31: 

Line 15: Sum of lines 8 through 14 
Line 21: Line 9 ' 0.0902 
Line 22: Line 9 ' 0.0013 
Line 23: Line 9 * 0.0016 
Line 24 (exci col s): Line 5 * 0.0015 
Line 25 (exc col. c & r): (iine 5 less sum of (lines 15, 16, 17, 19, 21 through 24, 28))'.35 

Sum of lines 19 through 28 
Sum of lines 15, 16, 17 and 29 
Line 5 less line 30 

Column b, line 2: 

Column b, line 3: 

Column b, line 4: 

Column b, line 8: 
Column b, line 9: 
Column b, llne 10: 
Column b, line 11: 
Column b, line 12: 
Column b, line 13: 
Column b, line 14: 

Column b, iine 16: 

Column b, line 19: 

Column b, line 21: 
Column b, llne 22: 
Column b, line 23: 

Column b, line 24: 
Column b, line 25: 
Column b, line 26: 
Column b, line 27: 
Column b, line 28: 

Column c, iine 25: 

Column d, iine 14: 

Column e, line 14: 

Column f, line 14: 

Column g, line 14: 

Column h, line 14: 

Sum of: Statement I, page 9 of 10, Residential Sales - $23,626,622, 
Firm Gen Sales - $16,357,687, Air Force Sales - $2,283,008, 
Small lnterruptible Sales - $215,388, Large lnterruptible Sales - 
$399,602, and Statement I, page 1 of 10, Unbilled Rev (sales) - 
$1,319,327 
Sum of: Statement I, page 9 of 10, Small lnterruptible Transport - 
$210,676, Large InterruptibleTransport - $159,119, and 
Statement I, page 1 of 6, Unbilled Rev (Transport) ($6,609) 
Statement I, page 1 of 10 

Statement H, page 2 of 3 and Schedule H-I, page 20 of 21 
Statement H, Schedule H-I, page 20 of 21 
Statement H, Schedule H-I, page 20 of 21 
Statement H, Schedule H-I, page 20 of 21 
Statement H, Schedule H-I, page 21 of 21 
Statement H, Schedule H-I, page 21 of 21 
Sum of: Statement H, Schedule H-I, Page 20 of 21, Contract Labor - 
$691,086, vehicles and Work Equipment - $281,031, postage - 
$160,126, telephone - $103,085, page 21 of 21 offwe supplies - 
$103,452, Company Consumption - $37,435, Computer Rental - 
$40,453, Industry Dues - $42,948, Advertising - $44,223 and 
All Other O&M - $639,637 

Statement J, page 1 of 6 

Statement L, page 1 of 1 

Statement L, page 1 of 1 
DRI-4, support for Statement L, page 1 
DRI-4, support for Statement L, page 1 

Statement L, page 1 of 1 
Statement K, page 5 of 16 
Statement K, page 12 of 16 

Statement L, page 1 of 1, Sum of: Delaware Franchise - 512,682, 
Highway UseTax - $111, Secretary of State - $137 

KAS-I, Schedule 4, column b, line 6 

Statement H, Schedule H-I, page 9 of 21 

Statement H, Schedule H-I, page 18 of 21 

Statement H, Schedule H-I, page 11 of 21 

KAS-1 Schedule 7, column d, line 3 

KAS-I Schedule 6, column f, line 6 

Exhibi t (KAS-1)  
Schedule 3 
Page 4 of 4 



Montana-Dakota Utilities Co. 
Docket NG04-004 
lnterest Synchonization Adjustment 
Adjusted Test Year Ended December 31,2003 

Line Description Amount 
(a) (b) 

Investment To Be Financed (Average Rate Base) $ 17,081,188 

Weighted Cost of Long Term Debt 3.959% 

Synchronized Interest Expense 676,166 

lnterest Expense as filed 

Difference In Interest Expense (1 35,819) 

Exhib i t (KAS-1)  
Schedule 4 
Page I of 1 

Federal Income Tax Adjustment (35%) To KAS-I. Sch 3. col c. line 25 

SOURCES: 
Column b, line 1: 
Column b, line 2: 
Column b, line 3: 
Column b, line 4: 
Column b, line 5: 
Column b, line 6: 

KAS-2, schedule 1, page 1, column d, line 32 
BLC-1, schedule I ,column e, line 1 
Line 1 times line 2 
Statement K, page 5 of 16 
Line 3 less line 4 
line 7 times 35% (inverse) 



Exhibit-(KAS-1) 
Schedule 5 
Page 1 of 2 

Montana-Dakota Utilities Co. 
Docket NG04-004 
Depreciation Adjustment 
Adjusted Test Year Ended December 31.2003 

Description Amount Amount Amount Sources 
(a) (b) (c) ( 4  (e) 

DEPRECIATION 

2003 Calculated Depreciation with New Rates 1,408.217 KAS-1 Sch 5, page 2. col f, line 63 

2003 Tesl year Depreciation (actual) 1.815.584 KAS-1 Sch 3. col b. line 16 

Difference - Staff Adjustment to Depreciation -(407,367)1 To KAS-1 Sch 3, col j, line 16 

DEPRECIATION CHARGE TO O&M 

2003 Calculaled Veh. Depr. w l  new rates to clearing accts 
General Plant 

392.1 Transportation Equip. Non-Un. 
392.2 Transportation Equip. Unitized 

Common Plant 
392.1 Trans. Equip., Non-Unitized 
392.2 Trans. Equip., Unitized 

Total2003 Calculated Veh. Depr. w l  new rates to clearing accls 

2003 %of  Vehicle Depr. charged to OBM (actual) 

2003 Vehicle Depreciation in OBM (new rates) 

2003 Calculaled Work Equip. Depr. w l  new rates to clearing accts 
General Plant 

394.2 Tools.ShopBGar. Equip.-Unitized 
396.1 Work Equipment Trailers 
396.2 Power Operated Equip. 

Common Plant 
396.2 Power operating equipment 

Total 2003 Calculated Work Equip. Depr. w l  new rates lo clearing accts 

2003 % of Work Equipment Depr. charged to OBM (actual) 

2003 Work Equipment Depreciation in OBM (new rates) 

2003 Total Vehicle and Work Equip. Depr. in OBM (new rates) 

2003 Vehicle Depr. charged to clearing accounts (actual) 

2003 % of Vehicle Depr. charged to OBM (actual) 

2003 Vehicle Depreciation in OBM (actual) 

2003 Work Equipment Depr. charged to clearing accounts (actual) 

2003 % of Work Equipment Depr. charged to OBM (actual) 

2003 Work Equipment Depreciation In OBM (actual) 

2003 Test Year Total Vehicle and Work Equip. Depr. In OBM (actual) 

Difference - Staff Adjustment to Depreciation Charged to O&M 

KAS-1 Sch 5, p 2, coi g, line 21 
KAS-1 Sch 5. p 2. col g, line 22 

KAS-1 Sch 5, p 2, col g, line 48 
KAS-1 Sch 5. p 2. col g, line 49 

Sum of col b iine 8 through 12 

MDU Response 1-4. Att. A, Support for S t  H. p 48 

Col cline 13 ' col cline 14 

KAS-1 Sch 5, p 2, coi g, line 25 
KAS-1 Sch 5, p 2, col g, line 38 
KAS-1 Sch 5, p 2. col g, line 39 

KAS-1 Sch 5, p 2, col g, line 55 

6,771 Sum of col b line 18 through 22 

16.44% MDU Response 1-4, Att. A, Support for St. H, p 51 

1.113 Col cline 23 coi cline 24 

317,155 Col cline 15 plus col ciine 25 (MDU Res 1-4 Att. A. H p 45) 

106,568 MDU Response 1-4, Att. A. Support forst. H. p 47 

82.56% MDU Response 1-4, Att. A. Support for St. H, p 48 

87.983 Col cline 27 ' col cline 28 

66.241 MDU Response 1-4. Att. A, Support for St. H. p 50 

16.44% MDU Response 1-4. Att. A. Support for St. H, p 51 

10,890 Col cline 30 ' col cline 31 (MDU DRl-4 Att. A. H p 46) 

98.873 col c line 29 + col c iine 32 

1 col d line 26 less col d line 33 

To KAS-1 Sch 3 
Col j, line 14 

ACCUMULATED DEPRECIATION 

Calculated Adjusted 2003 
Test Year Average 2003 Test Year Staff 
Beginning 2003 Test Year Average Adjustment 
Balance Increase Average Balance to Accum 

Description (111103) (new rates) Balance (Actual) Depr. 
(a) (b) (c) (d) (e) (fl 

Distribution (includ~ng intangible) 20.849.01 1 457.382 21,306,393 21,493,907 
General (~neluding Intangible) 2,663,566 333.402 2,996.968 2,130.202 
Common (Including inlanglble) 998.617 114.812 1,113,429 1,122,147 

Total Accumulated Depreciation 2431 1.194 905,596 25,416,790 24,746,256 670,534 

Sources: 
Column b line 37 - 40: KAS-2 Sch 5. Column b. lines 16. 40. 63 and 64 
Column c line 37 - 40: KAS-1 Sch 5, page 2 Column i. lines 15.39.63 and 64 
Column d line 37 - 40: Column b plus column c 
Column e line 37 - 40: KAS-2 Sch 5. Column o, lines 16. 40. 83 and 64 
Column f line 37 - 40: Column d minus column e 



Exhibit-(WS-1) 
Schedule 5 
Page 2 of 2 

Montana-Dakota Utilities Co. 
Docket NGO4-004 
Depreciation Adjustment 
Adjusted Test Year Ended December 31.2003 

Staff 
Calculated Staff 

13 Point Proposed 
2003 Average Depreciation 
Plant Balance Rates Notes 

(c) (d) (e) 

Depreciation Annual Average 
Charged To Accumulated Accumulated 

Clearing Acct. Depreciation Depreclation 
(new rates) (new rates) (new rates) 

(9) (h) (0 

Annual 
Depreclation Acct. 

NO. 

(a) 

374.1 
374.2 
375 
376 
378 
379 
380 
381 
383 
385 
386 
387.1 
387.2 

Account 
(b) 

(new rates) 
(0 

Distribution Plant 
Land 
Rights of Way 
Structures 8 Improvements 
Mains 
Meas 8 Reg Equip-General 
Meas 8 Reg Equip-City Gate 
Services 
Positive Meters 
Service Regulators 
Ind Meas 8 Reg Sta Eqpt 
Other Property on Cust. Premise 
Cathodic Protection Equip. 
Other Distribution Equip. 

Total Distribution Plant 31,872,892 914,759 914,759 

General Plant 
389 Land 

Structures and lmprovements 
Furniture 8 Fixtures 
Computer Equip.-PC 
Transportation Equip, Non-Un. 
Transportation Equip. Unitized 
Stores Equipment 
ToolsShopaGar. Equip.-Non-Un. 
Tools,Shop&Gar. Equip.-Unitized 
Vehicle Maintenance Equip. 
Vehicle Refueling Equip. 
Laboratory Equipment 
Work Equipment Trailers 
Power Operated Equip. 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Mobile 
General Tele. Comm. Equip. 
Supervisory 8 Tele. Equip. 
Scada System 
Network Equipment 
Miscellaneous Equipment 

140,634 
14,563 
61,091 

CIA 
CIA 

1.328 
31.352 

CIA 
441 

5,476 
2,745 

CIA 
CIA 

7.195 
9.270 
4,037 

147 

303 Intangible Plant - General 138.426 0.54% 748 748 

Total General Plant (including intangible) 9,390,638 285,197 381,595 666,792 

Common Plant 
389 Land 35,627 0.00% 

Structures and lmprovements 
Furniture 8 Fixtures 
Computer Equipment-Bull/AS4OO 
Computer Equip.-PC 
Computer Equip. -Other (EMS) 
Computer Equip.-Other 
Trans. Equip.. Non-Unitized 
Trans. Equip., Unitized 
Aircraft 
Stores Equip. 
Tools. Shop and Garage Equip. 
Vehicle Maint. Equip. 
Vehicle Refueling Equip. 
Power operating equipment 
Radio Comm. Equip.-Fixed 
Radio Comm. Equip.-Moblie 
General Tele. Comm. Equip. 
Supervisory 8 Tele. Equip. 
Network Equipment 
Miscellaneous Equipment 

FID 
CIA 
CIA 
CIA 

9 
138 
347 
362 

CIA 
693 
868 

2.880 
1 

303 Intangible Plant - Common 1,232,872 9.41% 116.013 116,013 

Total Common Plant including intangible 2,731,501 208,261 21,352 229.61 3 

Total Gas Plant in Service 43,995,031 1,408,217 402,947 1,811,164 

NOTES: CIA = Depreciation charged to a clearing account - see Statement J, page 2 8 3 of 8 
FID = Account is fully depreciated - See Statement J, page 2 8 3 of 8 

Sources: 
Column c: KAS-2 Sch 4, column q Column g: Column c ' column d 
Column d: Staff Witness Bob Towers (ND rates) Column h: Column f olus Column o 
Column f: Column c ' column d Column i: Column h bivided by 2 (average balance) 



Montana-Dakota Utilities Co. 
Docket NG04-004 
Company Consumption 
Adjusted Test Year Ended December 31,2003 

MDU 2003 GAS SALES 

Description 
(a) 

1 Sales Revenues 

MDU GAS USAGE 

2 Distribution 
3 Customer Accounting 
4 Sales 
5 A&G 
6 Total 

SOURCES: 
Column b, line 1: 
Column c, line 1: 
Column d, line 1: 
Column e, line 1: 

Column b & c, lines 2 - 6: 
Column d, lines 2 - 6: 
Column e, lines 2 - 6: 
Column f, lines 2 - 6: 

Exhibit-(KAS-I ) 
Schedule 6 
Page 1 of 1 

Weather 
Norm 

Adjustment 
2003 at Current 

Test Year Rates Adjusted % Change 
(b) (c) (dl (el 

Difference 
2003 Test Year (per books) Adjusted Staff 

Gas Utility South Dakota % Change Test Year Adjustment 
125,221 14,048 102.48% 14,396 348 

KAS-1, Schedule 3, column b, line 2 
KAS-1, Schedule 3, column m, line 2 
Sum of columns b & c 
Column c / column b 

MDU Response 1-4, Attachment A, Schedule H page 57 
1 plus column e, line 1 
Column c * column d 
Column e less column c 

Sch 3, col h 
line 14 



Montana-Dakota Utilities Co. 
Docket NG04-004 
Uncollectible Accounts 
Adjusted Test Year Ended December 31,2003 

Exhib i t (KAS-1)  
Schedule 7 
Page 1 of 1 

Staffs 
Adjustments Five year Adjustments 
to Test Year Average To Test Year 

Description Revenue Write off % Revenues 
(a) (b) (c) (dl 

1 Sales 1,094,695 0.36% 3,941 
2 Transport (43,613) 0.36% (1 57) 
3 TOTAL -1 To KAS-1, Sch 3, col g, line I 4  

Bad Debt 
Adjustment 

Five year On Staffs 
Revenue Average Revenue 

Deficiency Write off % Deficiency 

0.36% 1- To KAS-1, Sch 1, cot b, line 9 

SOURCES: 
Column b, line 1 : KAS-1, Schedule 3, column x, line 2 
Column b, line 2: KAS-1, Schedule 3, column x, line 3 
Column c, lines 1, 2 and 4: MDR Response 1-4, Attachment A, support of Schedule H, p 58 
Column d, line 1 and 2: column b *column c 
Column b line 4: KAS-1, Schedule 1, column b, line 8 
Column d, line 4: column b *column c 



Montana-Dakota Utilities Co. 
Docket NG04-004 
Revenue - Weather Norm at Current Rates 
Adjusted Test Year Ended December 31,2003 

Sales 
1 Residential 
2 Firm General Service 
3 Firm Contract Service 
4 Interruptible (small & large) 
5 Ellsworth Air Force Base 
6 TOTAL 

7 Test Year Actual Per Book Revenues 
8 Sales (480-485) 

9 Less Test Year Gas 

10 Test Year Distribution rates 

11 Difference - Staff Rev Adjustment 

12 Weather Norm at NGO2-011 Dist rates 

Test Year 
Dekatherms 
Adjusted for 

Weather 
Normalized and 

Unbilled 
(b) 

Distribution 
Revenues at 

NG02-011 
Distribution 

Rates 
on Adjusted 

Amount Volumes 
(c) (d) (e) 

To KAS-I , Sch 3 
col m, line 2 

Exhibit-(KAS-I) 
Schedule 8 
Page 1 of 1 

Distribution 
Test Year Revenues at 

Dekatherms NG02-011 
Adjusted for Distribution 

Weather Rates Test 
Normalized and on Adjusted Year Staff 

Unbilled Volumes Revenues Adjustment 

14 Interruptible Transport (small & large) 889,088 31 9,573 363,186 1(43,613)1 To KAS-1, Sch 3 
col m. line 2 

Sources: 

Column b & d, lines 1 through 6 and 14: MCB-5, Schedule 1, page 1 
Column c, line 8: KAS-1, schedule 3, column b, line 2 
Column c, line 9: KAS-1, schedule 3, column b, line 8 
Column c, line 10: Column c, line 8 less line 9 
Column d line 12: Column d, line 6 less line 10 
Column d, line 14: KAS-I , schedule 3, column b, line 3 
Column e, line 14: Column c less column d 



Montana-Dakota Utilities Co. 
Docket NG04-004 
Ad Valorem Tax 
Adjusted Test Year Ended December 31,2003 

Plant 
Description Additions 

(a) (b) 

1 Distribution $104,482 

2 General 287,169 

3 General Intangible 

4 Common 79,943 

5 Common Intangible 180, I 1  0 

6 TOTAL $651,704 

Exhibit-(KAS-I) 
Schedule 9 
Page 1 of 1 

2003 
Effective Ad Valorem 

Ad Valorem Tax 
Tax Rate Adjustment 

(c) ( 4  

I$ To 1 s - 1  Sch 3 
col I, line 28 

Column b: KAS-2, Schedule 7, column g 
Column c: Statement L, Schedule L-I, page 1 of 4, column, "Effective Tax Rate" 
Column d: Column b * column c 



Exhibit-(KAS-I) 
Schedule 10 

Page I of 1 
Montana-Dakota Utilities Co. 
Docket NG04-004 
Gross Receipts Tax 
Adjusted Test Year Ended December 31, 2003 

Line - 

1 
2 
3 
4 

5 

6 

South Dakota 
Per Books 

Description Test Year 
(a) (b) 

Sales $ 44,201,634 
Transportation 363,186 
Other Revenue 216,621 
TOTAL 44,781,441 

Test Year GRT 

Gross 
Receipts 

TAX 
0.15% 

(c) 

Difference (Staff Adjustment) I$ To KAS-I, Sch 3 
col s, line 24 

NOTE: Gross Receipt tax on revenue adjustments and revenue requirement are 
calculated individually with adjustment. 

SOURCES: 
Column b: KAS-1, Schedule 3, column b, line 3, 4 and 5 
Column c, lines I - 3: column b * 0.15% - gross receipt tax amount 
Column c, line 5: KAS-1 Schedule 3, column b, line 24 

NG04-004-KAS filed.xls:KAS-I, Sch 10 
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Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Average Rate Base with Known and Measurable Adjustments 
Adjusted Test Year Ending December 31, 2003 

Line 
No. - 

1 
2 
3 
4 
5 

6 

7 

8 
9 
10 
11 
12 

13 

14 
15 
16 
17 
18 
19 
20 
21 

22 
2 3 
24 
25 
26 
27 
28 
29 
30 
31 

32 

South Dakota 
Test Year Total 
Average Pro Forma 

Description Per Books Adjustments 
(a) (b) (c) 

Gas Plant in Service (1 01) 
Distribution (including Intangible -303) $ 31,872,892 $ 104,482 
General (including Intangible - 303) 9,390,638 287,169 
Common (including Intangible 303) 

Total Gas Plant in Service (101) 

South Dakota 
Pro Forma 
Rate Base 

( 4  

Gas - Completed Construction Not Classified (1 06) 446,103 446,103 

Total Plant in Service (1 01 and 106) 44,441 ,I  34 651,704 45,092,838 

Accumulated Depreciation 
Distribution (including Intangible) 

General (including Intangible) 

Common (including Intangible) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 19,694,878 (5 1,276) 19,643,602 

Additions to Rate Base: 
Material and Supplies 
Fuel Stocks 
Prepay ments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumulated Provision for Uncollectibles 
Accumulated Provision for Injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 

TOTAL SOUTH DAKOTA RATE BASE $ 17,836,071 $ (754,883) $ 17,081,188 

Sources: 
Line 5: Sum of lines 2 through 4 Line 31: Sum of lines 23 through 30 
Line 7: Line 5 plus line 6 Line 32: Line 13 plus 21 less line 31 
Line 12: Sum of lines 9 through 11 Column b: KAS-2 Schedule 2, page 1 ,  column b 
Line 13: Line 7 less line 12 Column c: KAS-2 Schedule 2, page 1 ,  column j 
Line 21: Sum of lines 15 through 20 Column d: column b plus column c 

NG04-004-KAS filed.xls:KAS-2 Sch 1 





Exhibit-(KAS-2) 
Schedule 2 
Page 2 of 2 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Average Rate Base with Known and Measurable Adjustments 
Adjusted Test Year Ending December 31, 2003 

Sources 
Line 5: Sum of lines 2 through 4 
Line 7: Line 5 plus line 6 
Line 12: Sum of lines 9 through 11 
Line 13: Line 7 less line 12 
Line 21: Sum of lines 15 through 20 
Line 31: Sum of lines 23 through 30 
Line 32: Line 13 plus 21 less line 31 

Column b, line 2: 
Column b, line 3: 
Column b, line 4: 
Column b, line 6: 
Column b, line 9: 
Column b, line 10: 
Column b, line 11: 
Column b, line 15: 
Column b, line 16: 
Column b, line 17: 
Column b, line 18: 
Column b, line 19: 
Column b, line 20: 
Column b, line 23: 
Column b, line 24: 
Column b, line 25: 
Column b, line 26: 
Column b, line 27: 
Column b, line 28: 
Column b, line 29: 
Column b, line 30: 

Column c, line 24: 

Column d, line 9: 
Column d, line 10: 
Column d, line 11: 

Column e, line 2: 
Column e, line 3: 
Column e, line 4: 
Column e, line 9: 
Column e, line 10: 
Column e, line 11: 
Column e, line 23: 

Column f, line 15: 
Column f, line 17: 
Column f, line 18: 
Column f, line 19: 
Column f, line 20: 
Column f. line 25: 

Column g, line 20: 

Column h, line 30: 

Column i: 

Column j: 

KAS-2, Schedule 4, column q, line 15 
KAS-2, Schedule 4, column q, line 39 
KAS-2, Schedule 4, column q, line 63 
KAS-2, Schedule 3, Page 2 of 4 Column b , line 15 
KAS-2, Schedule 5, column o, line 16 
KAS-2, Schedule 5, column o, line 40 
KAS-2, Schedule 5, column o, line 63 
KAS-2, Schedule 3, page 1 of 4 Column b, line 15 
Statement M, page 2 of 8 
KAS-2, Schedule 3, page 1 of 4 Column c, line 15 
NIA 
NIA 
KAS-2, Schedule 3, page 1 of 4, column d, line 15 
KAS-2, Schedule 3, page 2 of 4, Column c, Line 15 
KAS-2, Schedule 3, Page 2 of 4, Column d, Line 15 
KAS-2, Schedule 3, Page 1 of 4, Column e, line 15 
KAS-2, Schedule 3, Page 2 of 3, Column e, line 17 
KAS-2, Schedule 3, Page 3 of 4, Column b, line 15 
KAS-2, Schedule 3, Page 3 of 4, Column c, line 17 
Amount = 0, per DR4-24 
NIA 

KAS-2, Schedule 6, column d, line 8 

KAS-1, Schedule 5, page 1 of 2, column f, line 37 
KAS-1, Schedule 5, page 1 of 2, column f, line 38 
KAS-1, Schedule 5, page 1 of 2, column f, line 39 

KAS-2, Schedule 7, column g, line 17 
KAS-2, Schedule 7, column g, line 27 
KAS-2, Schedule 7, column g, line 46 plus line 52 
KAS-2, Schedule 7, column m, line 17 
KAS-2, Schedule 7, column m, line 27 
KAS-2, Schedule 7, column m, line 46 plus line 52 
KAS-2, Schedule 7, column r, line 54 

DAJ-1, Schedule 3, Column d, line 1 
DAJ-1, Schedule 3, Column d, line 2 
DAJ-1, Schedule 2, Column g, line 4 
DAJ-1, Schedule 1, Column b, line 24 
DAJ-1, Schedule 3, Column d, line 3 
DAJ-1, Schedule 3, Column d, line 4 

MMF-1, Schedule 4 

NG02-011, settlement, staff memo and exhibits 

Sum of columns c through I 

Column b plus column j 

NG04-004-KAS filed.xls:KASZ Sch 2 sources 
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Montana-Dakota Utilities Co. 
Docket NG04-004 
Thirteen point Average Balances 
Adjusted Test Year Ending December 31,2003 

Line MONTH 
(a) 

14 TOTAL 

15 AVERAGE 

MATERIAL AND SUPPLIES 
Ending 

Source: 
Statement F 

Sch F-I 
Page 2 of 5 

To 
KAS-2, Sch 2 
Col. b, line 15 

PREPAID INSURANCE 
Ending 

Balance 
( 4  

Source: 
Statement F 

Sch F-I 
Page 3 of 5 

To 
KAS-2, Sch 2 
Col. b, line 17 

UNAMORTIZED FAS 106 
Ending 

Balance 
(4 

Source: 
Statement F 

Sch F-I 
Page 4 of 5 

To 
KAS-2, Sch 2 
Col. b, line 20 

CUSTOMER ADVANCES 
FOR CONSTRUCTION 
Ending 

81,813 
57,488 
57,373 
57,531 
57,738 Source: 
57,896 Statement F 
44,711 Sch F-I 
45,426 Page 5 of 5 
50,590 
51,305 
52,019 
66,077 
63,222 

To 
KAS-2, Sch 2 
Col. b, line 25 

NGOCOOQKAS filed.xls:KAS-2 Sch 3 
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Montana-Dakota Utilities Co. 
Docket NG04-004 
Thirteen point Average Balances 
Adjusted Test Year Ending December 31, 2003 

Line MONTH 
(a) 

14 TOTAL 

15 AVERAGE 

COMPLETED CONSTRUCTION 
NOT CLASSIFIED 

Ending 
Balance 
(b) 

Source: 
Company 

Response to 
DR2-18, DR3-1 

and 9/30/04 
email from 

Rita Mulkern 

To 
KAS-2, Sch 2 
Col. b, line 6 

ACCUMULATED DEFERRED 
INCOME TAXES 

Ending 
Balance 
(c) 

1,734,714 
1,935,623 
1,928,704 
1,921,786 
1,970,216 Source: 
1,977,135 Company 
1,984,054 Response to 
1,742,609 DRI-14 
1,964,343 
1,967,567 
1,970,790 
1,974,013 
1,906,097 

I 1,921,358 To 
KAS-2, Sch 2 
Col. b, line 23 

ACCUMULATED INVESTMENT 
TAX CREDIT 

Ending 
Balance 
(d) 

Source: 
Company 

Response to 
DRI-15 

To 
KAS-2, Sch 2 
Col. b, line 24 

CUSTOMER DEPOSITS 
SD - TOTAL COMPANY 

Ending 

219,503 
21 8,710 
217,373 
216,252 
213,314 Source: 
207,776 Company 
208,341 Response to 
206,136 DRI-16 
203,430 
21 1,201 
223,053 
229,661 
232,485 

73.6590% Allocation 
BH gas rev alloc 

Col. b, line 26 

NGOCOOQKAS filed.xls:KAS-2 Sch 3 
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Montana-Dakota Utilities Co. 
Docket NG04-004 
Thirteen point Average Balances 
Adjusted Test Year Ending December 31,2003 

ACCUMULATED PROVISION 
FOR UNCOLLECTIBLES 

Ending 
Line MONTH ~ a l a n c i  

(a) 

14 TOTAL 

15 AVERAGE 

Source: 
Company 

Response to 
DRI-17 

To 
KAS-2, Sch 2 
Col. b, line 27 

TOTAL UTILITY 
ACCUMULATED PROVISION 
FOR INJURIES & DAMAGES 

Ending 

Source: 
Company 

Response to 
DRI-19 

Allocation 
BH gas rev alloc 

Col. b, line 28 

Ending 
Balance 

(dl 

Source: 

Ending 
Balance 

(el 

Source: 

NG04-004-KAS filed.xls:KAS-2 Sch 3 







E x h i b i t ( K A S - 2 )  

S c h e d u l e  5 
P a g e  1 of 1 

Mon tana -Dako ta  Utilities Co. 
D o c k e t  NGO4-004  

A c c u m u l a t e d  Dep rec i a t i on  - 13 point Average B a l a n c e s  

Ad jus ted  Test Y e a r  Ending D e c e m b e r  31.2003 Montana-Dakota Utilities Co. 
Accumulated Reserve for DepreciatlonlAm~rltl~atI~n 

Gar Utlllty -South Dakota 
zr the Thlrteen Months Ended December 31.2003 

Account No. B Oescriptlon 

(a) 

413012003 5R112003 613012003 --- 
If) (91 (h) 

Olstnbution Plant 
3741 Land-Gas 0 s  
3742 Rights of Way-Gas Ois 
375 StrueluresBlmprove-Ga 
376 Malne 
378 Meas B Reg Equip-General 
379 Meas B Reg Equip-Cily Gate 
380 Servlces - Gar 
381 Poslllve Meters 
383 Servlse Regulators 
385 Industrial MeasurBReg 
3862 Other Properly on CudPtemlse 
3863 CNG Lease5 
3671 Calhodic Protection E 
3872 Other Oistrlbullsn Eq 

Total Distrlbutlon Plant 

General Plant 
390 StructuresBlmpro~emen 
3911 Ofnce Furnrture B Eq 
3912 Computer Equip.-Honey 
3913 Computer Equip.-PC 
3921 Transportation Equip. 
3922 Transpoltation Equip. 
393 Stores Equipment 
3941 Tooln,ShopBGar.Equip.-N0n.U". 
3942 Tooh,ShopBGar.Equip -Un~taed 
3943 Vehicle Maintenance E 
3944 Vehicle Refueling Equ 
395 Laboratorv Eaui~ment . . .  
3861 Work Equ pment Tra le 
3562 P o w r  Opcralcd Equ pm 
3971 Fmeo R a m  Cornmun cs 
3972 Moblle Radm Communic 
3973 General Telephone Com 
3975 SupervlsoryBTelemeter 
3976 Scada Syelem 
3978 Network Equipment 
3980 Miscellaneous Equipme 

303 Misc. intangible Planl-General 

T o b i  General Plant lnclduing in tmglb le  

Common Plant 
390 Sb~~ t~ l esB lmp lovemen  
391 1 Office Furniture B Eq 
3912 Computer Equip.lAS400 
3913 Computer Equip.-PC 
3914 Computer Equtp.-EMS 
3915 Computer Equip.-Olher 
3921 Trans Equip.. Non-Un~tized 
3922 Trans. Equip.. Unlilred 
3923 Aircraw 
393 Stores Equipment 
3941 Miscellaneous Tooil. 
3943 Vehicle Maintenance E 
3944 Vehicle Reluellng Equ 
3962 Power Operated Equlpm 
3971 Fixed Radio Communlca 
3972 Mobile Radlo Commvnic 
3973 General Telephone Com 
3975 SupervisoryBTelemeter 
3978 Network Equipmenl 
398 Milcellaneous Equipme 

303 M~SE intangible Planl 

SOU IS.^ 
Column a throuqh n: MOU Reseonse 1-12. Atlachmeol A 
Column 0: Sum of columns b through n dlvided by 13 
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Montana-Dakota Utilities Co. 
Docket NG04-004 
Accumulated Deferred Investment Tax Credit 
Adjusted Test Year Ending December 31,2003 

Gas Common 
Line Plant Plant TOTAL 

(a) (b) (c) (d) 

Unamortized ITC - 26.0 yr. Life 
1 Balance at 12/31/2002 

Unamortized ITC - 26.0 yr. Life 
2 Balance at 12/31/2002 406,488 86,170 

Average Balance 470,452 100,053 

2 SD Gross Plant - Juris. No. 223 22.328275% 
3 Common Split - Gas - Utility No. 26 36.794625% 

4 Allocation subtotal 41,922 

5 SD Common Plant - Juris. No. 221 13.092772% 

6 South Dakota Allocation 11 9,326 5,489 $ 124,815 

7 Staff per books ITC 

8 Difference (Staff adjustment to per books) 

SOURCES: 
Lines 1 - 3, 5: Company response to DR3-1 
Line 7: KAS-2, Schedule 2, column b, line 24 

-[TO KAS-2 
Sch 2 col c 
Line 24 

NG04-004-KAS tiled.xls:KAS-2 Sch 6 
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Monlana-Dakota Ulilities Co. 
Docket NG04-004 
Planl AddiiionslDeprecialionlAccum. Depr. 
Adjusled Tesl Year Ending December 31.2003 

MONTANA-DAKOTA UTILITIES CO. 
PLANT AOOiTiDNS -SUMMARY 
GAS UTILITY - SOUTH DAKOTA 

PRO FORMA 2004 
Response to DR1-10 

Adual Revenue1 
Projected Expend~lures Non-Revenue1 

Projecl No. Acct. No Description Expendliures Thm 7131104 Replacemenl 
(2) (b) (c) (d) (e) (0 

STAFF ADJUSTMENT 
PLANT ADDiTiDNS 

2003 Pianl 
Staff Annual Annual Average Percenl Addilion 

Accepted Staff Depr. Exp. Depr. Exp. Annual Annual of Clearing Depr. Exp. 
Plant Proposed To Depr. To Clearing Accumlaled Accumlated Acct. Oepr. To 0 8 M  Excess 

Additions Oepr. Expense Accounls Deprecialion Depreciation To OBM (new rates) Tax Depreciation TaxlBook 
(aculal) Rates Noles (new rates) (new rales) (new rates) (new rates) (new rales) (col k ' col n) Rale Amounl Depr. 

(s) (h) (i) Q7 (k) (1) (m) (n) (0) (PI (q) (0 

Dislribution 
3&5- 
376 Mains - Black Hills - Replacemenl 
376 Relocate Main on Omaha St. 12.143 
376 Relocale 8" and 4" Gas Main 39.800 
376 Relocate 4" Gas Main 79lh Streel 28.431 
a?€-- " .  w 
a?€- p t  w 

22i540 
378 Measuring 8 Regulating Equipment 1.073 
23- w - 
23- 

sX78W-  
92.339 Non-RevlReplace 
12.143 Non-RevlReplace 

Non-~ev1Replace 
Non-Revenue 

w -  
~ R s w R u U  

W U  
Non-Revenue 
Rsusmle 
R0www 

W U  
z-2ws6U 

Non-Revenue 

w -  
Ikl. DIleles 
381 inslali Gas Meter Reading ERTs 
u w W w a t 5  
387.1 Cathodic Proleclion 
TDTAL DISTRIBUTION 

W U  
Non-Revenue 

946,395 

General 
391.1 Office Equipmenl 
391.3 Personal Computers 
392.2 Vehicles 
394.1 Minor Work Equipment 
394.1 Minor Work Equipmeni 
394.1 Purchase Electrofusion Equipmenl 
396.2 Work Equipment 
397.1 Communication Equipment 
TOTAL GENERAL 

3,056 Non-Revenue 
Non-Revenue 

150.795 Non-Revenue 
10,208 Non-Revenue 

106 Non-Revenue 
13.085 Non-Revenue 

109,919 Non-Revenue 
Non-Revenue 

287,169 

150.795 21.13% CIA 
10.208 6.62% 

106 6.621 
13.065 6.62% 

109.919 0.00% CIA 

Common 
ins1a11 Multi-Slack Modular Chiller 
Replace Lighting-Annex Building 3rd Floor 

Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 
Non-Revenue 

Office Equipmenl 
Purchase 4 Workslalions 
Purchase 3 Contexl Workstations 
Purchase Overhead Slorege Unit 
Purchase Chair 
Personal Compulen 
Purchase Imaging System 
30 Walkabout MDTs for Mobile Up 
Bar Coding Equipment - Mobile Up 
Vehicles 
Minor Work Equipment 
Communicalion Equipment 
Nelwork Equipment 
Replace UPS Balleries 
Purchase Electric Punch 

-COMMON 

13.125 13.33% CIA 
277 6.11% 
134 4.99% 

3.703 17.9596 
886 2.41% 

2 41% di To XAS-2. Sch 2 
ml e, line 5 

Common intanqible 
303 Upgrade MUP to Version 6 
303 Upgrade Financial Forecesl System 
303 Implement JDE One World 
303 Develop GEMS Project SoRwara 
TOTAL COMMON INTANGIBLE 

22.109 108 Non-Revenue 
42.677 91.107 Non-Revenue 
45.067 Non-Revenue 

120.128 88.895 Non-Revenue -- 
229,981 180,110 

TDTAL (ALL) 

11 Combinalion of replacement, new, revenue end non-revenue producing. 

Source: 
Column 2 lhrough I: MDU'S response lo DR1-10 
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Monlana-Dakota Utililtes Co 
Docket NG04-004 
P an1 Ado lionslDcprcclallonlAcc~m. Depr 
AdI~sled Test Year Ending December 31, 2003 

MONTANA-DAKOTA UTILITIES CO. 
PLANT ADDITIONS -SUMMARY 
GAS UTILITY - SOUTH DAKOTA 

PRO FORMA 2004 
Response to DR1-lo 

Actual Revenue1 
Projected Expenditures Non-Revenue1 

Project No. Acct. No Descriplion Expenditures Thru 7/31/04 Replacement 
(a) (b) (c) (dl (e) (0 

Co l~mn g Non.revnede produc ng aculal expeno lures for co l~mn e 
Column n KAS - 1 Scnedule 5, page 2 of 2 coldmn d 
Column 1: column g times column h 
Column k: column g times column h 
Column I: column j plus column k 
Column m: column I divided by 2 (average balance 
Column n: MDU response lo OR 1-4. Att. A. suppofl for Stalement H. page 48 and 51 
Column o: column k limes column n 

STAFF ADJUSTMENT 
PLANT ADDITIONS 

2003 Plant 
Staff Annual Annual Average Percent Addi!ion 

Accepted Staff Depr. Exp. Depr. Exp. Annual Annual of Clearing Depr. Exp. 
Plant Proposed To Depr. To Clearing Accumlaled Accumlated Acct. Depr. To OBM Excess 

Additions Depr. Expense Accounls Depreciation Depreciation To OBM (new rates) Tax Depreciation TaxlBook 
(aculal) Rates Noles (new rates) (new tales) (new rates) (new rates) (new rates) (col k ' col n) Rale Amount Depr. 

(QI (h) (0 07 (k) (1) (m) 0 )  (0) (PI (Q) (0 



BEFORE THE 
PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA 

Montana-Dakota Utilities Co. 
Application to Increase Gas Rates in South Dakota 

Docket No. NG04-004 

Testimony of Robert G. Towers 
on Behalf of the Commission Staff 

October 2004 



BEFORE THE 
PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA 

Montana-Dakota Utilities Co. 
Application to Increase Gas Rates in South Dakota 

Docket No. NG04-004 

Testimony of Robert G. Towers 
on Behalf of the Commission Staff 

October 2004 

Qualifications 

Please state your name, business address and occupation. 

Robert G. Towers. I am a public utility rate consultant and a principal in 
the firm Chesapeake Regulatory Consultants, Inc. ("CRC"). My office is at 
6837 Guilford Road, Clarksville, MD 21029-1632. 1 can be contacted by 
telephone at 443.535.0300. 

Does the Appendix to this testimony describe your education and 
summarize your experience in public utility regulation? 

Yes, it does. 

Have you testified previously before the South Dakota Public Utilities 
Commission? 

Yes. Since 1976 1 have testified on behalf of the Commission Staff in 
more than thirty rate cases involving each of the investor-owned gas and 
electric utilities in the state and U.S. West and I have consulted with the 
Staff in connection with other proceedings. 

Have you testified in or otherwise been involved in proceedings 
concerning the rates of Montana-Dakota Utilities Co. ("MDU" or "the 
Company")? 

Yes. I testified for the Commission Staff in fourteen South Dakota rate 
cases involving MDU's electric or gas operations beginning with the 1976 
electric case, Docket No. F-3053. Most recently, I assisted the 
Commission Staff and filed testimony in Docket No. NG02-011, involving 
MDU's gas rate increase filing of December 30, 2002. 
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I also testified on behalf of the Montana Consumer Counsel in two 
Montana rate proceedings involving MDU's gas operations, Docket Nos. 
94.4.17 and 95.7.90. 

Purpose of Testimony and Summary of Findinas 

What is the purpose of your appearance in this case? 

CRC was retained, specifically, to address issues related to the 
Company's cost of capital and the allowable rate of return and its 
proposed allocation of the requested additional revenue among the 
several classes of customers served. We also were asked to provide 
general assistance to the Staff in the conduct of its review of MDU's rate 
application and to provide testimony on revenue requirement issues, as 
needed. 

My associate, Basil L. Copeland, Jr. has analyzed and is testifying on the 
Company's required return on common equity capital ("ROE") and the capital 
structure that is appropriate for determining a composite, weighted cost of equity 
and debt capital. The composite cost of capital is the rate of return to be applied 
to the Company's South Dakota gas operations rate base. 

I have analyzed the class cost of service study (CCOSS) underlying the 
Company's proposed allocation of its claimed revenue requirement to customer 
classes. I will also address the proposed increases in monthly customer Service 
Charges. 

I also assisted the Staff in reviewing various accounting issues entering 
into the determination of the Company's South Dakota revenue requirement. I 
will testify and make recommendations concerning one of these issues - the 
accrual rates used to determine appropriate allowances for the annual 
depreciation of the Company's plant investments. 

Briefly, what are your conclusions and recommendations? 

Depreciation 
(See Exhibit-(RGT-I )) 

This is an issue on which I testified in MDU's earlier rate cases, initially in 
Montana and, most recently, in Docket NG02-011, where I concluded that the 
accrual rates which the Company was then using for two important accounts -- 
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Account 376-Mains and Account 380-Services were excessive. Two events 
have occurred since that testimony was given. First, the Company 
commissioned a comprehensive study of its accrual rates based on plant in 
service at the end of 2001, updating the 1991 study underlying the rates which I 
had been challenging. The new study was completed by the Company's 
consultants and summarized in reports dated January 27, 2003. The rates 
recommended by the Company's consultants are the rates which it proposes to 
use in this case. 

Second, at the time the new depreciation study was being completed the 
Company was involved in a rate case in North Dakota where its former 
depreciation rates were being challenged. Desiring to resolve the issue with the 
benefit of the new study, the North Dakota Commission continued its hearings to 
receive the new study with direct and rebuttal testimony. The evidentiary 
presentations culminated in a settlement which was approved by the 
Commission on July 31, 2003. The settlement accrual rates were implemented 
in North Dakota on September 1, 2003 coincident with the associated reduction 
in gas service rates. 

I am recommending that the schedule of accrual rates adopted by the 
North Dakota Commission be implemented in South Dakota. Among other 
changes, the settlement adopts a rate of 1.92% for Account 376 - Mains, a 
substantial reduction in the 4.18% rate that I objected to in South Dakota Docket 
No. 02-01 1. For Account 378 - Services the settlement establishes a rate of 
5.66% - again, substantially lower than the 8.22% rate to which I took exception 
in Docket No. 02-01 1. Overall, when applied to South Dakota plant, the 
settlement rates reduce MDU's test year gas and common plant depreciation 
expense by $338,350. 

Class Cost of Service Studv 
(See Exhibit-(RGT-2)) 

I disagree with one important element of the Company's CCOSS, 
sponsored by Ms. Tamie A. Aberle. Ms. Aberle imputes a "customer component" 
to distribution Mains and allocates these costs among the classes on the basis 
of a combined factor reflecting the weighted number of Customers in each class 
(36% weight) and class peak single-day usage levels (64% weight). For several 
reasons which I will discuss later, I believe that the Customer component of this 
factor is not justified and that all of these Mains costs should be allocated among 
the classes on the basis of the peak usage factors. 
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This recommendation affects the allocations of Mains as well as other 
costs for which composite allocation factors are employed in the study. The 
effect of the recommendation is to shift costs away from the Residential class 
and to all other classes. My allocations show that, relative to the Company's 
study, the proposed rates would allow it to earn a much higher rate of return 
from Residential customers and much lower returns from Firm General service, 
and Small and Large Interruptible customers. Similar relationships are indicated 
even with MDU's present rates. These results lead to my recommendation that a 
much larger portion of any rate increase should be assigned to the three classes 
with deficient returns. 

Customer Service Charaes 
(See Exhi bit-(RGT-3)) 

I find the purported cost justification for the Company's proposed monthly 
Service Charges to be greatly overstated because it includes many costs that 
are not directly related to the service rendered to individual customers, including 
the customer component of Mains which I have described in my critique of the 
Class cost of service study. Other non-assignable, overhead-type costs that are 
treated by MDU as a "customer cost" represent activities that are required by the 
totality of all system functions and are independent of incremental changes in 
the customer population. 

Furthermore, even after such indirect costs are purged from the analysis, 
it is not essential that the remaining direct customer-related costs be recovered 
through fixed monthly service charges; any costs not recovered in the Service 
Charge will be recovered in the non-gas commodity charge (the "delivery 
charge"). Also, putting such costs "at risk" by requiring that they be recovered in 
the delivery charge provides the Company with a cost control incentive. 

My determinations of MDU's direct customer costs indicate that the 
presently-effective Service Charge for Residential customers is more than 
adequate and should not be increased in this case. In the future, as company 
ownership of service lines replaces customer ownership, its direct customer 
costs will increase and it might be necessary to increase this charge. For Firm 
General Service and Large Interruptible customers, my determinations indicate 
that the proposed Service Charges are cost-justified. 



SDPUC Docket No. NG04-004 

1 Ill. De~reciation 

Testimony of Robert G. Towers 

Has MDU presented a study in this case to justify the depreciation rates it 
proposes to use? 

No. However, during MDU's last South Dakota case (NG02-01 I ) ,  upon learning 
of the existence of a study completed in January, 2003, conducted for the 
Company by AUS Consultants based on plant in service and retirement activity 
through the end of 2001 (the "2001 study"), Staff requested and was supplied 
with a copy of the consultant's report. The 2001 study is the source of the rates 
the Company has used to determine its revenue requirements in this case. It 
began booking these rates in South Dakota on January 1, 2004. 

In this case, Staff requested and was supplied with a copy of a settlement 
agreement entered into by MDU and the North Dakota Commission Staff after 
the submission of testimony critiquing the AUS study and the issuance of a 
Commission order accepting the settlement rates. The North Dakota proceeding 
testimony was also supplied to Staff. As I mentioned earlier the settlement 
accrual rates were implemented in North Dakota on September 1, 2003. 

Have you had an opportunity to review the AUS Consultant's January 2003 
report and the North Dakota settlement rates and, if so, do you agree with the 
Company's decision in this case to adopt the consultant's recommended rates? 

Yes, I have reviewed AUS1s January 2003 reports, the North Dakota settlement 
rates and the testimony filed in North Dakota. The settlement rates reflect 
compromises of differing views aired in the North Dakota investigation. My 
review of all of this information leads me to conclude that, while, in certain 
important respects, the rates proposed in the AUS reports are an improvement 
over the rates they superseded, the rates agreed to and implemented in North 
Dakota are superior and should be applied in this South Dakota case. 

Please explain. 

First, I should explain that both the AUS-recommended rates and the studies 
presented in the North Dakota proceeding challenging the AUS rates were 
developed from analyses of historical plant retirement activity, removal costs and 
salvage values experienced over MDU's system-wide Gas Division and Common 
plant operations. This includes its operations in North Dakota, South Dakota, 
Montana and Wyoming and there is no evidence to suggest that the rates were 
intended only for limited application. In fact, I understand that in an on-going 
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rate proceeding in Montana, MDU has consented, subject to the Montana 
Commission's approval, to adopt the depreciation rates that I am recommending 
in this case. 

Overall, and notwithstanding the improvements I mentioned earlier, 
replacing the prior accrual rates with the new study rates would increase South 
Dakota test year (2003) annual depreciation expense and amounts charged 
through clearing accounts by about $225,000. Exh ib i t (RGT- I ) ,  Schedule 1 
shows that MDU's proposed accrual rates result in an expense of $2,161,572 
while the pre-existing rates resulted in an expense of $1,936,695. The MDU- 
proposed accrual rates for the important Mains and Services accounts (3.15% 
and 7.03% respectively) -together representing $24 million, or 55% of all South 
Dakota 2003 test year depreciable plant - are lower than the rates they would 
replace (4.05% and 7.60%) bringing them more in line with the rates that I 
recommended for these accounts in NG02-011 (3.68% and 6.38%) based on my 
analysis of the Company's then-most recent actuarial study. However, the AUS- 
recommended, MDU-proposed rates for these accounts retain very significant, 
questionable and unnecessary allowances for negative net salvage. 

The principal increase proposed in the 2001 study is an increase in the 
accrual rate for Gas plant Account 392.20 - Transportation Equipment (Cars and 
Trucks). That rate is raised from 5.74% to 21 . I  3%, increasing the test year 
depreciation allowance for vehicles by $289,342. 

The North Dakota settlement reduced significantly the AUS-recommended 
rates for Mains and Services and ameliorates my concerns that those rates 
contain excessive allowances for negative salvage. The settlement rates are 
1.92% for Mains and 5.66% for Services. Thus for these two accounts alone, 
using the settlement rates rather than the 2003 study rates reduces South 
Dakota test year depreciation expense by $303,554. The settlement does not 
modify the proposed rate for Account 392.20 - Transportation Equipment (Cars 
and Trucks). The 21 . I  3% rate appears to be reasonable as it is based on a five 
year average service life, a twenty percent positive salvage allowance (trade-in 
value) and recognizes the age of the existing fleet and depreciation accrued at 
the much lower prior rate as of the date of the study. Applying the entire 
schedule of rates agreed to in the North Dakota settlement reduces South 
Dakota 2003 test year depreciation expense (including clearing accounts) from 
$2,161,416 at MDU's proposed accrual rates to $1,823,222, or by $338,350. 
The North Dakota settlement rates are shown in Column (F) on Schedule 1 of 
Exh ib i t (RGT-1) ;  the annual depreciation expense reflecting these rates is 
calculated in Column (I). 
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What is "negative net salvage"? 

"Negative net salvage", or "negative salvage", describes the condition in which 
removal costs incurred when plant is retired from service exceeds the value of 
recovered materials. The factor (60% for Mains; 175% for Services in the 
accrual rates proposed by AUS and reflected in MDU's determination of its 
revenue requirement in this case) expresses the level of net negative salvage as 
a percentage of the original cost of the plant being retired. 

For example, the Company's investment in distribution Mains in South 
Dakota during the 2003 test year averaged $1 8,488'541. A 60% negative 
salvage allowance implies that upon the retirement of this plant, the Company 
will incur more than $1 1 million of removal costs in excess of its scrap value. 
The Company's proposed depreciation rates are set to recover these amounts 
over the estimated remaining lives of the plant in the account. 

Please explain your concerns with the large allowances for negative salvage that 
are reflected in the rates for Mains and Services that the Company proposes to 
use in this case. 

In 1993-94 when I reviewed the 1991 gas plant depreciation study 
commissioned by MDU I concluded that the salvage allowances then being 
proposed for Mains (a negative 40%) and Services (a negative 140%) were 
neither appropriate nor were they necessary to provide for full recovery of the 
Company's investments in this plant. The AUS 2003 study report recommends 
rates for these accounts that reflect even larger negative salvage allowances - a 
negative 60% for Mains and a negative 175% for Services. 

Why do you believe that the negative salvage allowances for these accounts are 
inappropriate and unnecessary? 

The negative salvage allowances are not based upon any estimate of the costs 
that actually will be incurred upon the retirement of the plant that is presently in 
service and it is highly unlikely that the implied removal costs will be incurred. 

The AUS analyses underlying the proposed rates, are based on 
observations of the piecemeal retirements that have occurred on MDU's gas 
distribution system in recent years with the net salvage estimates derived by 
associating removal costs and salvage values at current price levels with 
investments in the retired plant stated at historic, original cost price levels. In 
addition, the experienced salvage and removal costs are associated with 
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materials that differ from the materials now used for Mains and Services even 
though the accrual rates are to be applied to plant investments in both the old 
and new materials. 

Furthermore, the salvage experience studied by AUS was quite small 
relative to the investment for which the salvage estimates were being made. For 
example, for Mains the Company's experience over the 33-year period, 1968- 
2001 was studied. During this time, the Company retired plant in which it had an 
investment of $6.0 million; this was less than 8% of the $78 million of Mains that 
were in service at the time the study was conducted. 

Even more important than the aggregate amount of the retirements 
reviewed in the 2001 study is the size of the retirement projects. This is 
significant because, while there will continue to be piecemeal retirements on the 
system, some consideration should be given to the eventual wholesale 
retirement of the system, or portions thereof, due to supply restrictions, 
competition or technological changes. Reasonably, such retirements can be 
expected to result in economy of scale savings in removal costs. 

The AUS study did not analyze individual retirement projects but, instead, 
aggregated all retirements occurring in each year during the study period. 
Nevertheless, even the annual data demonstrate that the projects were quite 
small relative to the plant exposed to retirement. For instance, in the last year 
examined, 2001, the Company's investment in gas distribution Mains was $78.3 
million (the plant exposed to retirement) while only $171,000 of Mains were 
retired. Gross salvage is reported as zero in that year with removal costs 
amounting to $74,000. Removal costs incurred over the entire 31 year period 
amounted to less than $2 million - a very small sample from which to 
hypothesize that depreciation accrual rates should be designed to recover 
removal costs of $47 million (60% of the $78.3 million system-wide investment in 
Mains at the end of 2001). 

Is historical retirement and salvage cost necessarily a sound basis for 
hypothesizing future costs? 

No. The fundamental objective of depreciation accounting is to recognize over 
the expected life of the plant all of the costs associated with that plant. These 
costs include the initial plant investment, interim additions and any costs that will 
be incurred to remove the plant from service. Thus, in the strictest sense, the 
appropriate cost of removal allowance for an item of plant in service has nothing 
to do with currently experienced or historical relationships of retirements and 
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removal costs. But the future conditions and events that will determine the 
actual removal costs are not now known with any level of confidence. 
Conditions under which future retirements will take place are continuously 
changing1 and the expected service lives of utility plant are quite long. If there 
is reason to believe that the past experience is unlikely to be repeated -- as is 
the case with long-lived utility plant -- the past relationships should be regarded 
with suspicion. 

Have others recognized the difficulty of estimating future salvage and plant 
removal costs? 

Yes. The NARUC's depreciation handbook, Public Utility Depreciation 
Practices, indicates that "[clertain regulatory agencies consider only gross 
salvage in depreciation studies and require that costs of removal be included as 
expenses in the year they are incurred." The Pennsylvania PUC adopted this 
practice because of the high level of uncertainty in forecasting plant removal 
costs. 

Also, I note that, like other corporate taxpayers, for Federal income tax 
purposes, MDU deducts plant removal costs when and as they are incurred 
rather than estimating these costs during the active service life of the plant (see 
tax deduction for "Expenses for the Retirement of Assets" reported on Statement 
K, Schedule K-I, page 2 of MDU's filing in this case). 

You indicated that recent salvage experience may not be indicative of the long- 
term future because of changes in piping materials. Have others recognized that 
salvage and plant removal costs might vary depending on the materials 
involved? 

Yes. The NARUC's Depreciation Practices manual instructs that: 

"These [historic] trends should not be considered the sole 
guide in predicting future salvage. Recognition should be given to 
changes that may cause deviations from past trends, such as the 
kinds of material to be removed in the future versus the kinds that 
have been removed, or changes in methods of removing plant from 
the way in which that plant had previously been removed ..." 
[Emphasis added.] 

Examples include changes in requirements imposed by public authorities, changes in 
construction and removal methods, and changes in the relative price levels between the time of 
the plant's construction and the time of its retirement. 
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Does MDU's system contain different materials? 

Yes. In fact, the AUS study recognizes the existence of the different piping 
materials in estimating average service lives of Mains and Services, but its 
salvage estimates examine only the combined experience in each account. 

Please explain. 

The salvage and cost of removal experience relied on in the AUS is heavily 
weighted with the cost of removing now superseded steel piping. The adoption 
of plastic pipe as the "material of choice" for new installations and replacements 
and the accelerated removal of unprotected steel pipe by MDU (see 
Exh ib i t (RGT- I ) ,  Schedule 2, pages 1 thru 4) means that the composition of 
the investment to which the depreciation rate will be applied is shifting away 
from steel and toward plastic pipe. Obviously the application of a removal cost 
estimate based on experience with steel pipe to an investment base 
representing primarily plastic pipe is a major shortcoming in the AUS analysis. 

You mentioned economies of scale that could be experienced with larger 
retirement projects. What scale economies are possible? 

MDU is permitted to abandon Mains and Services in place. Exhibit-(RGT-I), 
Schedule 2, pages 5 and 6 explain that, in general, the Company removes the 
existing pipe only when leaving it in place interferes with new construction. 
Obviously, retirement of a large section of the system for reasons of competitive 
obsolescence or exhaustion of gas supplies would not require it to incur much of 
the removal cost that would be incurred for a replacement. The facilities would 
be abandoned in place. 

Is it relevant to consider such a retirement in setting depreciation rates for plant 
that is more likely to be replaced? 

Yes, I believe that it is relevant to consider the "ultimate retirement" but I would 
not rely entirely upon this scenario -- first, because such costs would be at least 
as speculative as the estimates of removal costs associated with interim 
replacements and, secondly, because I believe it is appropriate for current 
ratepayers to make some contribution to the removal costs that are likely to be 
incurred in the interim as plant is replaced. 

Having explained your concerns that the negative salvage allowances reflected 
in the accrual rates recommended in the AUS report are excessive, what are the 
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salvage allowances reflected in the North Dakota settlement rates that you are 
recommending in this case? 

The settlement rates reflect a compromise of positions. There is nothing in 
either the Settlement Agreement or in the Commission's order approving the 
agreement that identifies the elements of the accrual rates that were negotiated. 
If one were to assume that the entire difference in the accrual rates for the Mains 
and Services accounts were attributable to a change in the salvage estimates, 
the accrual rates would imply salvage allowances of a positive 2% (gross 
salvage exceeds removal costs) for Mains and a negative 40% for Services. 
More likely, the settlement rates reflect a combination of adjustments to average 
service lives and salvage estimates. 

Are you confident that the settlement rates in their entirety applied to the 
Company's South Dakota plant in this case satisfy the objectives of providing 
MDU with a reasonable opportunity to recover it plant-related investment costs 
over the useful life of the plant and that they do not burden its South Dakota gas 
customers with unreasonable costs or a disproportionate share of those costs? 

Yes. MDU's willingness to accept the settlement rates in a proceeding where 
depreciation rates were the sole issue and the fact that the rates derive from a 
study of its system-wide plant indicates to me that the Company's interests 
should be satisfied. Because the settlement rates appear to have remedied the 
concerns that I have aired here and in prior MDU gas proceedings, I believe the 
settlement rates will not burden South Dakota with unreasonable costs. 

23 V. Class Cost of Service Study 

24 Q. What is a class cost of service study? 

A class cost of service study is a functional analysis of the utility's 
operations and costs by which the analyst measures the relative 
responsibility of each customer class for the utility's total annual cost of 
service or revenue requirement. The results of the cost of service study 
are used to determine how the utility's presently-effective service rates 
should be adjusted to achieve equity between the utility and its customers 
and among the utility's various classes of ratepayers. Also, information 
obtainable from the class cost of service study can be used to establish 
specific rate elements. 

34 Q. Did MDU prepare a class cost of service study for this case? 
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Yes. The cost of service study is incorporated in its rate filing as Schedule N, 
with three parts consisting of 36 pages. The study is sponsored by the 
Company's Pricing and Tariff Manager, Ms. Tamie A. Aberle. 

The Company's embedded cost study is presented on two bases -- one 
reflecting its operating results for the Year ended December 31, 2003 and the 
other reflecting its claimed Pro Forma 2004 costs. The results are summarized 
on pages 8 (2003) and 4 (2004) of Schedule N-1. The 2004 cost study reflects 
the operating expenses and rate base investments that constitute MDUJs 
claimed South Dakota revenue requirement, summarized on page 3 of Ms. Rita 
Mulkern's Exhibit-(RAM-I). This is the revenue requirement which leads to 
the Company's request for a rate increase target of $1,282,133 using the Pro 
Forma 2004 test year. The rate increase produced by the proposed rates is 
slightly less, $1,281,417. 

Ms. AberleJs cost study allocates the annual revenue requirement among 
six classes of customers including the large classes of Residential and Firm 
General service customers and the smaller Firm Contract, Air Force, Small 
lnterruptible and Large lnterruptible users. 

What are the rate increases proposed by the Company based on its class 
cost study? 

The Company is proposing rates that are said to result in a $1,281,417 
increase in annual revenues based on its projection of 2004 sales 
volumes -- a 2.2% increase in existing rate revenue, including the June 
2004 Purchased Gas Cost Adjustment ("PGA) (Exhibit N o . ( T A A - I ) .  
The entire increase is proposed to be recovered from Residential, Firm 
General service and Large lnterruptible classes because its class cost of 
service study suggests that the return on rate base earned from all other 
classes exceeds its claimed return. The Company proposes to increase 
Residential rates by 2.89%, Firm General service by 2.01 % and Large 
lnterruptible by 1.02%. 

As I mentioned, these percentage increases represent, for each class, the 
impact of the proposed rate changes on total class revenues, representing the 
customersJ total bills. However, the proposed rate increase affects only those 
revenues collected through customer Service Charges and Distribution Delivery 
charges (together referred to as "Distribution revenues"); the increase is not 
related to changes in the Company's gas supply costs and the filing proposes no 
change in the PGA portion of Residential, Firm General service or Large 
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Interruptible customer billings. A more meaningful assessment of the size of the 
rate increase requires comparing the proposed increase to the Distribution 
revenues generated with present rates. This comparison indicates that the 
Company's proposal would increase these revenues by 11 % for Residential, 
12% for Firm General service and 4.9% for Large Interruptible customers. 
Increases of this magnitude are questionably large when one considers that 
MDU's present rates have been in effect for less than one year. 

What is your assessment of the Company's class cost of service study 
and its application in the determination of the proposed rates for each 
class? 

I do not disagree with many aspects of Ms. Aberle's cost analysis, but I do 
not agree with her treatment of a significant portion (36%) of distribution 
Mains as being related to the number of customers served. These so- 
called "customer-related" costs are allocated among the customer classes 
on the basis of the relative number of customers served in each class 
while the remaining Mains' costs (64%) are allocated on the basis of each 
class' requirements for pipeline capacity, measured by class usage during 
the 2003 test year peak day. 

The effect of the Company's treatment of these costs is to 
overstate the total costs allocated to Residential customers and to 
understate costs to other classes. The use of these overstated costs to 
design the proposed rates places a larger-than-justified share of the 
proposed rate increase on these customers. 

Why is it not appropriate to treat these costs as customer-related and to 
allocate them among the classes on the basis of the relative number of 
customers in each class? 

The concept that each customer is responsible for an equal amount of the 
cost of this portion of Mains is inconsistent with the manner by which 
these costs are incurred by the gas utility and it is unrelated to the gas 
customer's service objectives. Also, the determination of that portion of 
the cost of Mains which is deemed to be customer-related is hypothetical 
and unreliable. 

Gas distribution networks generally are the result of system 
expansion over long periods of time into new service territories in 
response to area development. The networks are expanded, periodically, 
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into new territory to satisfy the aggregate gas service requirements of the 
service areas, reflecting a mix of customer types and end uses. They also 
grow to satisfy changes in the requirements of customers in existing 
service areas. Obviously, customers are attached to the network 
individually but the distribution system is designed and constructed to 
serve an aggregation of loads -- or potential loads -- in a geographical 
area. In addition, from the customer's perspective, the distribution Mains 
are desired to obtain a supply of gas -- not as a facility that exists merely 
for access to the pipeline network. 

Furthermore, unlike a meter, regulator and service line which are 
dedicated in their entirety to a single customer, there is no physically identifiable 
"customer component" of Mains. MDU creates this component by hypothesizing 
a system of "zero or minimum size main necessary to connect a customer to the 
system" (see Exhib i t (RGT-2) ,  Schedule 4). This hypothetical system is the 
length of the piping constituting MDU1s four-state distribution systems at 
December 31, 2001 (2,301 miles of steel Mains plus 2,163 miles of plastic 
Mains) priced at either the average cost per foot of the smallest size pipe of that 
material or at the "zero intercept" cost per foot gleaned from the relationship of 
pipe sizes to cost. The zero intercept purports to represent the theoretical cost of 
a Main with no capacity. As indicated at the bottom of the second page of 
Schedule 4, plastic mains are priced at the cost per foot of the smallest size pipe 
(0.5 inch @ $0.86520 per foot) while steel mains are priced at the zero intercept 
cost of $1.49489 per foot to calculate a Total Customer Component of 
$28,043,257 which is 35.8% of the total Mains investment at the end of 2001. 

But any number of greatly varying conclusions can be drawn from MDU1s 
data - all hypothetical and unreliable. For example, if steel mains had been 
priced -- as plastic was priced -- at the minimum size cost level ($0.73865 per 
foot) instead of the zero intercept cost ($1.49489), the Total Customer 
Component would have been lower by $9.2 million ([$I .49489 minus $0.738651 
times 12,150,547 feet). Or, if steel had been priced at the cost used for plastic 
pipe -- in recognition of the fact that plastic is superseding steel and that the 
purpose of this theoretical exercise is merely to connect customers -- the Total 
Customer Component would have been lower by $7.7 million. Moreover, 
although the cost per foot for plastic pipe is indeed the cost per foot of the 
smallest size plastic pipe, it is not the lowest cost; the cost per foot of 1.25 inch 
pipe is modestly lower. And, in any event, one would have to recognize that 
either size of plastic pipe (0.5 or 1.25 inch) has delivery capacity - a fact that is 
inconsistent with the effort to identify a pure "customer component". 
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Are there other problems with the "minimum system" hypothesized by MDU? 

Yes. Another conceptual defect is the supposition that an efficient "minimum 
system" would measure 4,464 miles in length. This mileage represents MDU's 
existing systems built over many years. At December 31, 2001, the date of the 
AUS Consultants depreciation study which I referred to earlier in my testimony, 
some of the surviving Mains had been installed as early as the late 1920's. 
Obviously, the system was built in response to changing requirements as the 
needs arose; such as system is unlikely to represent thePminimum system" that 
would be required merely to connect to now-existing customers. 

If it is not appropriate to allocate these costs on a customer basis, how 
should they be classified and allocated? 

The allocation method should recognize the relative service requirements 
imposed by customers inasmuch as the system has been designed and 
constructed -- and costs incurred -- to satisfy these gas delivery 
requirements. Consequently, I would allocate Mains on the basis of 
customers' use of the system, measured either by their volumetric 
requirements (annual "throughput") or maximum requirements (e.g. peak 
use requirements). Because distribution Mains must be built large 
enough to satisfy peak requirements, thereby increasing their cost, I 
recommend that they be allocated on the basis of class peak demands -- 
in this case I would use the test year Peak day factor that is the second 
component of the Company's allocation factor. 

How does the change in allocations that you are proposing affect the cost 
of service by rate class? 

Schedule 1 of E x h i b i t  (RGT-2) is a recalculation of the Pro Forma 2004 class 
cost of service study presented by Ms. Aberle and summarized in Statement N, 
Schedule N-I, page 4. My recalculation reflects only one change in MDU's 
calculations - use of the Peak day factor alone to allocate Mains in place of the 
composite CustomerIPeak day factors used by Ms. Aberle. Of course, changing 
that factor affects the allocation of other costs that follow the Mains allocation. 

The Total South Dakota column on my Schedule 1 matches the 
corresponding column in Ms. Aberle's cost study; both indicate an overall rate of 
return earned of 5.264% before any rate increase. The effect of the change in 
allocations is reflected in the following comparisons of the rates of return earned 
by each class. 
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Customer 
Class 

Residential 
Firm General 
Firm Contract 
Air Force 
Small lnterruptible 
Large Interruptible 

Rate of Return Earned wIPresent Rates 
MDU Allocations Staff Allocations 

System 5.264% 5.264% 

The implications of these returns are two-fold. First, both allocation 
studies indicate that existing rates applicable to Firm Contract and Air Force 
customers result in earnings that are well above either the Company or Staff- 
recommended rate of return (MDU1s 9.61 % or Staff's 8.734%). Moreover, Staff's 
adjustments to the Company's claimed system revenue requirement would 
increase the earned returns from all classes. 

Second, the allocation method that I propose shifts costs away from the 
Residential class and to all other classes (except the Air Force). 

Incidentally, Mr. Towers, does your use of the Company's Pro Forma 2004 cost 
study represent an endorsement of that period as a test year or of the 
Company's claimed revenue requirement? 

No. I have used the Company's cost of service study to illustrate the differences 
between the two allocation methods, unaffected by differing positions on issues 
related to the test year or total revenue requirement. For its determination of 
revenue requirements, Staff is using a test year based on actual operating 
results for the year ended December 31, 2003 adjusted for known and 
measurable changes and has made an independent determination of the 
required rate increase. This increase is summarized in the testimony and 
exhibits of Staff witness Keith A. Senger. 

What are the implications of your allocation study on the distribution of any rate 
increase that might be justified? 

As explained by Ms. Aberle, MDU has proposed to allocate its claimed revenue 
deficiency of $1,281,41 7 by first increasing the Firm General service customers 
rates, as well as the rates to Large lnterruptible customers, to produce, 
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approximately, the 9.61 % overall rate of return it is claiming. The remainder of 
the requested total increase is assigned to the Residential class. By this 
process, Residential customers are the beneficiaries of the higher-than- 
requested returns earned from Firm Contract, Air Force and Small lnterruptible 
customers. 

The rates of return earned from each class with the Company's proposed 
rates, and reflecting its cost allocations, are reported on page 1 of Statement 0, 
of MDUJs Schedule 0-1. 1 have summarized these returns on page 2, Schedule 
2 of Exhibit-(RGT-2). Schedule 1 of Exhibit-(RGT-2) shows the 
corresponding rates of return based on my cost allocations. 

The rates of return indicated by my allocation study dictate that a larger 
proportion of any rate increase should be assigned to Firm General service and 
Large lnterruptible customers and that there be some increase in the rates to 
Small lnterruptible customers. 

Can you illustrate how this would be accomplished? 

Yes. Schedule 3 of Exhibit-(RGT-2) develops, on two bases, a revised 
distribution of the Company's proposed $1,281,41 7 rate increase. Page I of 
Schedule 3 follows the Company's methodology of ( I )  increasing the rates to the 
non-Residential classes with deficient returns to the levels required to earn the 
objective rate of return and (2) assigning the remainder of the total proposed 
rate increase to the Residential class. As I mentioned before, the approach 
gives Residential customers the benefit of the above-objective returns earned 
from the Air Force and Firm Contract customers. It also means that the rate of 
return earned from the Residential class is below the objective rate of return.' 

Why did you explore an alternative to this distribution of the Company's 
proposed rate increase? 

Lines 1 and 2 of Schedule 3 are from my cost allocation study summarized on Schedule 1. The 
class rate increases proposed by Ms. Aberle are reported on line 3. The additional income produced by the 
proposed increases (line 5) is added to the income earned with present rates (line 2) and the resulting rates 
of return are shown on line 7. Lines 8 thru 10 develop the additional revenue required to raise the returns 
earned from Firm General service and Small and Large lnterruptible customers to the target level in the 
illustration (9.61%). These amounts are combined with the increases proposed by MDU to obtain the 
adjusted increases on line 12. Deducting applicable income and revenue taxes and then combining the 
earnings resulting from the modified rate increases with the earnings produced with present rates yields the 
operating income(line 15) and rates of return (line 16) that would be produced by the new rate levels. 
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Relative to the Company's proposed distribution (and proposed rates), the 
distribution illustrated on page 1 of Schedule 3 substantially reduces the impact 
of the increase on Residential customers and increases the impacts on the Firm 
General service and Small and Large lnterruptible classes. This is illustrated on 
Lines 18 and 19 of the spreadsheet. For example, the Company-proposed 
2.01 % increase to Firm General service customers is nearly doubled at 3.93% 
while the Company-proposed 2.89% increase to Residential users is reduced to 
1.60%. Recognizing that this change is due in part to assigning all of the above- 
target earnings from the Air Force and Firm Contract customers to the , 

Residential class, I thought it appropriate to explore the option of assigning the 
above-target returns to classes adversely affected by my proposed cost 
allocations. This is the approach reflected in the distribution developed on page 
2 of Schedule 3 of Exhibit-(RGT-2). 

Please explain the calculations on page 2. 

Lines 1 through 7 are identical to the same lines on page 1, developing in 
columns (B) through (H), the rates of return earned with the distribution 
proposed by MDU and reflecting my cost allocations. Column (I) summarizes 
this information for the classes with below-objective returns. 

Overall (column (B)), the Company's objective rate of return (9.61 % on 
line 16) requires a net operating income of $1,837,530 (line 15). Assigning the 
same objective return to the Residential class requires earnings from this group 
of $1,094,881. Deducting this amount and earnings from the Firm Contract and 
Air Force customers from the $1,837,530 total return requirement leaves 
$683,338 to be recovered from the combined Firm General service and 
lnterruptible classes (column I, line 15) - equivalent to a 9.32% rate of return 
from this group. The rate increases required from each of these classes to 
produce the 9.32% return are developed in columns (D), (G) and (I). 

Which of the rate increase distributions developed in Schedule 3 do you 
recommend? 

I recommend the distribution developed on page 2 because it mitigates the 
larger-than-average rate increases that otherwise would be assigned to Firm 
General service and Large lnterruptible customers and reduces the increase to 
Small lnterruptible customers, for whom the Company had proposed no rate 
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i n~rease .~  Moreover, it achieves these benefits without increasing the return 
requirement assigned to Residential customers above the objective rate of 
return. 

How would you apply this recommendation to the Commission's determination of 
'the rate increase required by MDU? 

Ideally, the class cost of service study would be rerun incorporating all of the test 
year revenue, expense, rate base and rate of return components reflected in the 
determination of the required rate increase. The distribution of the rate increase 
could then be made following the procedure used on page 2, Schedule 3 of 
Exhib i t (RGT-2) .  A simpler procedure, and a reasonable proxy for this 
approach, would be to distribute the system increase in proportion to the 
increases developed on page 2 of Schedule 3. 

Using Staff's determination of the overall revenue requirement and 
required rate increase to illustrate this procedure, I would recommend the 
following distribution. 

Distribution of 
Distribution of Increase Staff-Recommended 

Developed in Exh. (RGT-2)* Increase 
Amount % of Total 

Residential $ 530,861 41.41 8 
Firm General 709,614 55.364 
Firm Contract - 

Air Force - 

Small Interruptible 5,736 0.447 
Large Interruptible 35,514 2.771 

System total $1,281,725" 100.000 $21 0,443 

* Reflects Company claimed revenue requirement and Staff CCOSS. 
** Total does not agree with Company-proposed $1,281,417 due to rounding. 

Compare the impact analyses on lines 17 and 18 of page 2 with the corresponding data on page 
1 of Schedule 3. 
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1 VII. Customer Service Charues 

2 Q. What changes has the Company proposed in its monthly customer Service 
3 Charges? 

The Company proposes to increase the per day "Basic Service Charge" 
applicable to Residential customers from $0.25 to $0.26, resulting in an increase 
of 30.4 cents in the customer's bill (average month). For Firm General service 
customers with small meters (about 75% of this group), the proposed increase is 
from $0.33 to $0.35 and for those with larger meters the increase would be from 
$0.66 to $0.70, thus maintaining the doubling of the small meter charge. For 
Large Interruptible customers, existing rates of $1 75 (Sales customers) and 
$200 (Transportation service) are increased by $25. 

12 Q. Are these charges cost-justified? 

13 A. The proposed Residential Service charge is not cost-justified. The revenues 
14 produced in the aggregate by the other Service charges proposed by Ms. Aberle 
15 are supported by determinations of the associated customer costs. 

16 Q. Please explain. 

17 A. The purported cost justification for the Company's proposed Service Charges is 
18 found on pages 1 through 3 of Statement N, Schedule N-I. For example, page 1 
19 tabulates the costs for Residential and Firm General service customers which, in 
20 its comprehensive class cost of service study, are classified as "Customer" costs 
2 1 and allocated to these groups. The cost per customer per month for Residential 
22 customers of $1 6.192 is the Company's justification for the proposed charge of 
23 $0.26 per day, or $7.90 for an average month. Similarly, the $39.344 cost per 
24 customer is its justification for the $0.33 ($10.03 monthly) and $0.66 ($20.06 
25 monthly) charges to Firm General service customers. 

26 These "Customer" costs are greatly overstated. In addition to the fact that 
27 the costs are based on all of the Company's Projected 2004 cost claims in this 
28 case, many of the costs reflected in the class cost of service study do not vary 
29 as customers are added or leave the system. It is neither necessary nor 
30 appropriate to require that such costs be recovered in a fixed monthly (or daily) 
31 service charge. 

32 Q. What are some of the costs that do not vary as customers are added or 
33 removed? 
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The costs that do not change incrementally as the number of customers may 
change include the customer component of Mains (which I have recommended 
be reclassified as demand-related), administrative costs and various overhead- 
type costs. This is to be contrasted with other costs that would change 
significantly with the number of customers, such as the cost of installed meters, 
regulators and service lines. 

Please explain. 

The cost of service associated with distribution Mains would be unaffected by 
the addition of a customer that can be connected with a service line that taps 
into the Company's existing distribution network. Main extensions are typically 
made when they are deemed to be economically feasible, which means 
supported by revenues from multiple customers (or contributions in aid of 
construction). In my view, as I explained in discussing the class costs of service 
study, Mains costs do not have a customer component and, in any event, no 
portion of Mains should be treated as a "customer cost" in establishing a fixed- 
rate monthly service charge that would generate increased or decreased 
revenues for the Company as the number of customers changes. 

Similarly, overhead costs are not driven by any demand for more or fewer 
service lines; they are related to Services only in the sense that the Services 
function is one of the functions required for the operation of the Company's 
integrated gas distribution system and the overhead costs are required by the 
totality of these functions. The fact that it is necessary in preparing a class cost 
allocation study to devise a method of allocating all of these costs among 
customer classes does not require that the overhead-type costs be considered in 
designing the rates within each class. 

How should one measure the costs that properly might be recoverable in 
a monthly service charge? 

I would limit a customer service charge to the costs that are directly related to a 
customer's attachment to the system. These are the categories of costs that 
would be affected, incrementally, when a customer is added to the system. The 
costs would include the carrying charges on investment and the operating 
expenses related to customer Services, Meters and Regulators as well as the 
costs of meter reading and billing. 

Is it necessary to recover all of these costs through the service charge? 
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1 A. No. While all of these costs could properly be recovered in a monthly 
2 service charge, they need not be recovered in this manner. Obviously, 
3 assigning a portion of these costs to the Distribution Delivery rate would 
4 still allow them to be recovered by the Company. 

5 Q. Have you made a determination of MDU's direct customer-related costs 
6 in this case? 

7 A. Yes. 

8 Q. What does your analysis show? 

9 A. Exhibit - (RGT-3) shows my determination of these costs for each 
10 class based on the Company's Pro Forma 2004 class cost of service 
11 study, as modified to reflect my allocation of Mains and summarized on 
12 Schedule 1 of Exhibit-(RGT-2). 

The direct customer costs summarized in my calculations include 
the return and related income taxes on the Company's rate base 
investments in Services, Meters and Regulators; the operation and 
maintenance and depreciation expenses associated with the same 
facilities; and all customer accounting and meter reading expenses. 
Moreover, I emphasize that the cost levels reflected in Exh ib i t (RGT-3)  
are the Company's claimed costs, not the lower costs reflected in Staff's 
determination of MDU's revenue requirement. 

21 Q. How do your determinations compare with those made by the Company 
22 and with the Company's proposed rates? 

23 A. By focusing on the costs that are directly related to maintaining customer 
24 service, my determinations indicate customer costs for Residential 
25 customers of $6.24 per customer per month, or $0.205 as a daily cost; 
26 this contrasts with the $16.92 monthly cost developed by Ms. Aberle and 
27 with MDU's proposed $0.26 daily rate. Since the present rate of $0.25 
28 already exceeds the $0.205 cost, I conclude that no further increase is 
29 justified. 

30 For the Firm General service customers I determine the customer costs to 
31 be $17.64 monthly, or $0.58 on a daily basis. This suggests that, in the 
32 aggregate, the Company's proposed rates of $0.35 and $0.70, averaging $0.44 
33 based on the present 75125% customer mix, is cost justified. The same 
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I conclusion is drawn for the rates proposed for the Large Interruptible class 
2 where the cost is shown to be $254 per month, supporting rates of $200 or $225. 

3 Q. I have no further questions at this time, Mr. Towers. 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Depreciation Rate and Accrual Comparison 
Test Period Ended December 31, 2003 

Acct. Per Books Depreciation Accrual Rates Annual Depreciation Expense 
No. Account Average plant Pre-Existing MDU Proposed ND Settlement Pre-Existing MDU Proposed ND Settlement 

(A) (B) (C) (Dl (El (F) (GI (HI (1) . . 

Distribution plant 
Land $30.114 
Rights of way 
Structures and improvements 
Mains 
Meas. & Reg. Equip - general 
Meas. & Reg. Equip - City Gate 
Service 
Positive meters 
Service regulators 
In. Meas. & Reg. Station equip 
Other property on cust. Premise 
Cathodic protection equipment 
Other distribution equipment 86,342 

Total distribution plant $31,856,672 

General Plant 
Land $581,498 
Structures and improvements 
Furniture and fixtures 
Computer equip. - PC 
Trans. Equip., Non-unitized 
Trans. Equip., Unitized 
Stores equipment 
Tools, Shop & gar. Eq. - Non-Un. 
Tools, Shop & gar. Eq. - Unitized 
Vehicle maintenance equip. 
Vehicle refueling equip. 
Laboratory equipment 
Work equipment trailers 
Power operated equipment 
Radio Comm. Equip. - Fixed 
Radio Comm. Equip. - Mobile 
General Tele. Comm. Equip. 
Supervisory & Tele. Equip. 
Scada system 
Network equipment 
Miscellaneous equipment 

Total general plant 

Intangible plant - General $136,892 

88,285 173,930 140,728 
11,972 14,692 14,692 
30,787 64,085 64,356 
2,058 1,563 1,563 Note I 

107,916 397.258 397,258 Note I 
461 1,275 1,275 

15,474 28,695 28,695 
1,979 983 983 Note I 

321 441 441 
9,559 4,825 4,825 

725 2.398 2,398 
4,664 5,563 5,563 Note I 

65,798 0 0 Note I 
3,583 7.1 95 7,195 
4,624 9,249 9,249 
2,397 3,611 3,611 
2,827 106 106 

58 0 0 
2,656 5,581 5,581 

127 272 272 
$356,271 $721,722 $688,791 

739 $739 739 Note 2 
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Acct. Per Books Depreciation Accrual Rates Annual Depreciation Expense 
No. Account Average plant Pre-Existing MDU Proposed ND Settlement Pre-Existing MDU Proposed ND Settlement 

(A) (B) (C) (Dl (El (F) (GI (Hl (1) 

Common Plant 
Land $33.701 
Structures and improvements 
Furniture and fixtures 
Computer Equip. - BulllAS400 
Computer Equip. - PC 
Computer Equip. - EMS 
Computer Equip. - Other 
Trans. equip., non-unitized 
Trans. equip. unitized 
Aircraft 
Stores equipment 
Tools, Shop & gar. Equip 
Vehicle maint. Equip. 
Vehicle refueling equip. 
Power operated equipment 
Radio Comm. Equip - Fixed 
Radio Comm. Equip - Mobile 
General Tele. Comm. Equip. 
Supervisory & Tele. Equip. 
Network equipment 
Miscellaneous equipment 

Total common plant 

12,495 
7,043 

60 
54,675 

0 
I46  

0 Note I 
7,436 Note I 

13,373 Note I 
8 

131 
331 
334 
50 Note I 

604 
81 7 

2,700 
1 

8,529 

Intangible plant - common $1,157,079 9.41 % 9.41 % 9.41 % 108,881 $108,881 108,881 Note 2 

Total gas plant in service $43,755,476 

Note I: Charged thru clearing account 
Note 2: Amortized 

Sources: 
Column C: Average beginning and end-of-year balances per Statement J, Workpapers pp. 2-4 (Attachment A to Response to Staff DRQ 1-4) 
Column D: Pre-existing accrual rates per AUS Consultants, Inc. reports 
Column E: MDU proposed rates per Statement J, Workpapers pp. 2-4 (Attachment A to Response to Staff DRQ 1-4) 
Column F: N.D. settlement rates per Response to Staff DRQ 1-38 
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DOCKET NO. NG93-011 
RESPONSES TO FOURTH DATA REQUEST OF TKZ% 
SOUTH DAKOTA PUBLlC UTILJ'IIES COMMISSION 

DATED NOVEMBER 8,1993 

;t No. 7: For the vintages of mains that remain in service in Account 376, 
describe how the typical installation (or range of installations) 
has changed over time. Xnclude references to the piping 
material, diameter and length; trench specifications; and 
geograp hic/topograp hic location. 

Response: Since the late 1960's, plastic pipe has replaced steel pipe as the 

material of choice for distribution mains a n d ' s e ~ c e  lines. 

Today,'pIastic pipe accounts for mare than 90% of the pipe 

installed in Montana-Dakota's gas distribution systems. Plastic 

pipe is rated for 60 psig, which is adequate for most al l  of 

Montana-D akot a's systems. 

Today, Montana-Dakota operates most of their systems at 

pressures higher than those used piior to 1960. Because of this, 

the size of the piping installed is much smaller (34'' to v' service 

lines today vs. 1W service lines installed in the 1950's). 

The trench specifications and geographic/topographic locations 

have not changed much since 1960, 
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MONTANA-DAKOTA UTlLITIES CO. 
DOCJSJZT NO. NG93-011 

RESPONSES TO FOURTH DATA REQUEST OF TME 
SOUTH DAKOTA PUBLIC WLITIES COMMISSION 

- DATED NOVEMBER 8,1993 

Request No. 8: Describe, and support with examples, how the causes of 
retirements may have changed over time on the MDU gas 
system. 

Response: The causes for retirements have not changed appreciably since 

1960. Montana-Dakota will replace and retire uncoated steel 

piping, which is without adequate cathodic protection. This type 

of pipe3 being replaced because'it is either beginning to fail or : 

the potential for leakage is increasing. A bare pipe replacement 

- program was developed in 1986. 

Oth.er Plant items (is., meters and regulators) are replaced and 

retired when the cost of maintenance nears that of a 

repllacement unit. , 
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. . 

Refer to the workpapers for Adjustment 

. . . Requast No. 2: For the item labelled budget number 018, "Zvlain replacements t o  - - :-:i.!,:3,,. .;3~,?;. r . - . comply wlth D.O.T. re.quiremwl.ts": . 

. . a. What were the D.O.T. require men^ for replacements? 
b. What was the physical condition, size, and composition of 

the replaced? 

.Response: a-b. Ih 1984 an agreement war; reached with the Office of 

Pipehc Safefy whereby 1Montwa-Dakota would begin to 

replace old, uncoated steel lines ratha than update thcm . . 

to meet w e n t  DOT req'ii,rements. These lines are 

1 being replaced with plastic Iiqx. 
. . :, : 

; ' 

. . 

- .  ,. ,-..:-- ' 
. . .. Normally, DOT does hat require replacement of lines, but 

does require maintenance measures which, for the 
. . 

uncoated steel lines, rquah the cost of replacement with 

plastic lines. 
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MONTANA-DAKOTA UTILITIES CO, 
130CK.ECT NO. NG93-011 

RESPONSES ?W NINTH DATA REQUEST OF THE 
SOUTH ZZAKO'lilA PUBLIC UTILITIES COMMISSION 

DA'TED DECEhlBER 27,1993 

Request No. 1: On December 23, 1993, MDU faxed its response to S W s  data 
request 8-2.. Provide the following iq regard to that response: 

c, Provide the analysis which supports the statement in 
R~plonse 8-2 that, for the pipe to be replaced, "maintenance 
measures ... equals the cost of replacement!' Provide the 
specilEic replacement/maint~nance cost andyses perfonned in 
support of the 1984 agreement and the 1986 program. 

Response c. T h e  primary concern is safety and compliance with federal 

guidelines regarding bare pipe. There was no specific cost 

analy,sis performed regarding replacement versus 

maintenance at the time the program, was implemented. 

Montana-Dakota was aware, through Ieak surveys, that the 

bare pipe was beginning to faiI"d that it had to be phased 

out over. a period of years. Given that it had to be replaced 

in a relatively short time period, it was obviously less costly 

to simply replace it than to maintain it for a few years and 

then :replace it. In addition, cathodic protection would have 
4 

been required for maintenance which, for bare pipe, 

accel~erates the deterio~atipn in the short-term. 
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MONTANA-DAKOTA UTILITIES CO. 
4 

- -. DOCKI3T NO, NG93-011 
RESPONSES TO FOURTH DATA REQDEST OF THE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

- DATED N0J"EMBER 8,1993 

Request No. 10: k MDU permitted to abandon any gas piping in place in any 
jurisdiction? (I£ so, explain where and under what 
&c,urmtanc~s .) 

Response: Pipe is a,bandoned in all judlidictions. Montana-Dakota is 

'required to maintain records identifying the location of 

abandbned pipe, 



1 0 / 1 5 / 0 4  1 4 : 4 9  FAX 4 4 3  535 0301 R G TOWERS 

Exhibit No.(RGT-1)  
Schedule 2 
Page 6 of 6 
Docket No. NG04-004 

MONTANA-DAKOTA UTILITIES CO, 
DOCKET NO. NG93-011 

IRIGSPONSES TO FOURTH DATA REQUEST OF THE 
s a m  IIAKOTA PUBLIC W L ~ E S  COMMISSION - DATEq NUWM~ER 8,1993 

Request No. 9: Describe MoU's polides and practices for removing Distribution 
m.& and gas Services. Explain any differences in governmental 
xerquirements among the states inwhich MDU provides gas 
se:rvice. 

Response: ~emovzil of hbandoned/retired distributionmab and services is 

not a &mml practice for ~ o & i a - ~ a k o t a .  Pipe is removed . 

when necessary, to accommodate replacement work on new 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Embedded Class Cost of Service Study - Staff Allocation of Distribution Mains 
Summary Report 
Pro Forma 2004 

Pro Forma 
Operating Income and Total Firm Small Large 

Rate of Return South Dakota Residential General Firm Contract Air Force Interruptible Interruptible 

Operating Revenues 58,328,990 31,198,557 18,894,Ol 1 3,888,530 3,302,175 410,008 635,709 

Operating Expenses 
O&M Cost of Purchased Gas 46,083,134 22,884,908 15,624,046 3,657,655 3,235,734 179,617 501,174 
Other O&M Expense 8,517,186 5,873,394 2,302,531 82,761 14,730 144,605 99, 165 

Total Operation & Maint. Exp. 54,600,320 28,758,302 17,926,577 3,740,416 3,250,464 324,222 600,339 

Depreciation 1,842,355 1,099,972 643,299 34,883 1,346 37,722 25,133 
Taxes Other Than Income Taxes 827,838 531,332 256,394 12,278 1,201 15,383 11,250 
Fed. & State Inc. Taxes - Current (960,970) (415,817) (435,674) (41,047) (50,175) (921 (1 7,336) 
Deferred Income Taxes 1,012,916 474,150 346,387 89,653 92,375 37 10,314 

Total Operating Expenses 57,322,459 30,447,939 18,736,983 3,836,183 3,295,211 376,443 629,700 

Operating Income 1,006,531 750,618 157,028 52,347 6,964 33,565 6,009 

Rate Base 19,119,950 11,391,819 6,622,592 364,074 29,764 400,001 31 1,700 

Rate of Return 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Rates of Return Earned with MDU- Proposed Class Increases -- Staff Allocation of Distribution Mains 
Pro Forma 2004 

Firm Firm Small Large 
South Dakota Residential General Contract Air Force l nterruptible Interruptible 

(A) (B) (C) (Dl (El (F) (G) (HI 

Rate Base as filed 19,119,950 11,391,819 6,622,592 364,074 29,764 400,001 31 1,700 

Operating income before increase 1,006,531 750,61 8 157,028 52,347 6,964 33,565 6,009 

0 MDU proposed revenue increase 1,281,417 896,242 378,740 0 0 6,435 
Inc. and kev. Tax on increase @ 35.15% 450,418 315,029 133,127 0 0 0 2,262 
Additional income produced by increase $830,999 $581,213 $245,613 $0 $0 $0 $4,173 

Operating income at MDU proposed rates 

Rate of return at proposed rates 9.61 % 11.69% 6.08% 14.38% 23.40% 8.39% 3.27% 

Sources: 
Lines l,2: Exh ib i t (RGT-2) ,  Schedule 1 
Line 3: MDU Statement 0 ,  page 1 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Rates of Return Earned with MDU- Proposed Class Increases - MDU Allocation of Distribution Mains 
Pro Forma 2004 

Firm Firm Small Large 
South Dakota Residential General Contract Air Force Interruptible Interruptible 

(A) (B) (C) (Dl (E) (F) (GI (H) 

1. Rate base as filed $19,119,933 $12,597,739 $5,674,980 $238,124 $29,764 $348,544 $230,782 

2. Operating income before increase 1,006,532 568,917 299,809 71,321 6,964 41,320 18,201 

3. MDU proposed revenue increase 1,281,417 896,242 378,740 0 0 0 6,435 
4. Inc. and rev. tax on increase @ 35.15% 450,418 315,029 133,127 0 0 0 2,262 
5. Additional income produced by increase $830,999 $581,213 $245,613 $0 $0 $0 $4,173 

6. Operating income at MDU proposed rates $1,837,531 $1 ,I  50,130 $545,422 $71,321 $6,964 $41,320 $22,374 

7. Rate of return at proposed rates 9.61 % 9.13% 9.61% 29.95% 23.40% 11.86% 9.69% 

Sources: 
Lines 1,2: MDU Statement N-I, page 4 
Line 3: MDU Statement 0, page 1 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Spread of Proposed Rate Increase-- Staff Allocation of Distribution Mains 
Pro Forma 2004 

Firm Firm Small Large 
South Dakota Residential General Contract Air Force Interruptible Interruptible 

(A) ('3 (C) (Dl (El (F) (GI (HI 

1. Rate Base as filed $19,119,950 $1 1,391,819 $6,622,592 $364,074 $29,764 $400,001 $31 1,700 

2. Operating income before increase 1,006,531 750,618 157,028 52,347 6,964 33,565 6,009 

3. MDU proposed revenue increase $1,281,417 $896,242 $378,740 $0 $0 $0 $6,435 
4. lncome and Revenue taxes @ 35.15% 450,418 315,029 133,127 0 0 0 2,262 
5. Additional income produced by increase $830,999 $581,213 $245,613 $0 $0 $0 $4,173 

6. Operating income at MDU proposed rates $1,837,530 $1,331,831 $402,641 $52,347 $6,964 $33,565 $10,182 

7. Rate of return at proposed rates 9.61% 11.69% 6.08% 14.38% 23.40% 8.39% 3.27% 

Increase deficient returns to system objective return 
8. Additional return @ 9.61% $233,777 
9. Income and Revenue taxes @35.15% 126.712 

10. Additional increase 360,490 
11. Total increase 1,281,417 497,754 739,230 

Resulting Rate of return earned 
12. Adjusted increase 
13. Inc. and Rev. Tax on increase @ 35.15% 450,418 174,961 259,839 0 0 2,645 12,973 
14. Additional income produced by increase $830,999 $322,793 $479,391 $0 $0 $4,880 $23,935 

15. Operating income at MDU proposed rates $1,837,530 $1 ,073,411 $636,419 $52,347 $6,964 $38,445 $29,944 

16. Rate of return with adjusted increase 9.61 % 9.42% 9.61% 14.38% 23.40% 9.61 % 9.61% 

Impacts 
17. Total revenue at existing rates 
18. Percent increase - MDU 
19. - Staff 

Source: Lines 1 and 2: Schedule 1 
Lines 3 and 17: Statement 0, Schedule 0-1, page 1 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 

Spread of Proposed Rate Increase-- Staff Allocation of Distribution Mains 
Pro Forma 2004 

Firm Firm Small Large 
South Dakota Residential General Contract Air Force Interruptible Interruptible 

(A) (B) (C) (D) (El (F) (GI (HI 

1. Rate Base as filed $19,119,950 $1 1,391,819 $6,622,592 $364,074 $29,764 $400,001 $31 1,700 

2. Operating income before increase 1,006,531 750,618 157,028 52,347 6,964 33,565 6,009 

3. MDU proposed revenue increase $1,281,417 $896,242 $378,740 $0 $0 $0 $6,435 
4. Income and Revenue taxes @ 35.15% 450,418 31 5,029 133,127 0 0 0 2,262 
5. Additional income produced by increase $830,999 $581,213 $245,613 $0 $0 $0 $4,173 

6. Operating income at MDU proposed rates $1,837,530 $1,331,831 $402,641 $52,347 $6,964 $33,565 $10,182 

7. Rate of return at proposed rates 9.61 % 11.69% 6.08% 14.38% 23.40% 8.39% 3.27% 

Increase deficient returns to system objective return 
8. Additional return @ 9.61 % or 9.32% ($236,950) $214,572 
9. Income and Revenue taxes @35.15% (1 28,432) 116,302 

10. Additional increase (365,381) 330,874 
11. Total increase 1,281,417 530,861 709,614 

Resulting Rate of return earned 
12. Adjusted increase $1,281,417 $530,861 $709,614 $0 $0 $5,736 $35,514 
13. Inc. and Rev. Tax on increase @ 35.15% 450,418 186,598 249,429 0 0 2,016 12,483 
14. Additional income produced by increase $830,999 $344,263 $460,185 $0 $0 $3,720 $23,031 

15. Operating income at MDU proposed rates $1,837,530 $1,094,881 $61 7,213 $52,347 $6,964 $37,285 $29,040 

16. Rate of return with adjusted increase 9.61 % 9.61 % 9.32% 14.38% 23.40% 9.32% 9.32% 

Impacts 
17. Total revenue at existing rates $58,064,657 $31 ,053,318 $18,818,121 $3,882,454 $3,272,406 $405,998 $632,360 
18. Percent increase - MDU 2.21 % 2.89% 2.01% 0.00% 0.00% 0.00% 1.02% 
19. - Staff 2.21 % 1 .71 % 3.77% 0.00% 0.00% 1.41% 5.62% 

Combined 
Classes wl 
Deficiencies 

(1) 

Source: Lines 1 and 2: Schedule 1 
Lines 3 and 17: Statement 0, Schedule 0-1, page 1 
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MONTANA-DAKOTA UTILITIES CO. 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION STAFF 

FIRST DATA REQUEST 
-.. .- 

DATED AUGUST 6,2004 
DOCKET NO. NG04-004 

Request No. 1-42 Class Cost of Servlce Study 

Exhibit No.-(RGT-2) 
Schedule 4 
Page l of 3 
Docket No. NG04-004 

Explain how and why Account 376 - Mains was separated into two components 
far allocation on the basis of Average Customers and Peak demand (see 
Schedule NL2, page f ) .  

Response: 

Gas distribution mains were allocated based on customers and peak-day demand in 
order to recognize the nature of the distribution system, which was designed based on 
the number of customers to be served and the peak-day requirements of those 
customers, Based on the Company's study of the zero or minimum size main 
necessary to connect a customer to the system, 36% of the mains investment is related 
to the customer component with the reminder of 64% related to the 2-day peak at 
distribution. 
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MONTANA-DAKOTA UTILITIES CO. 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION STAFF 

INITIAL DATA REQUEST 
DATED JANUARY 16,2003 

DOCKET NO. NG02-011 
Exhibit No. (RGT-2)  
Schedule 4 
Page 2 of 3 
Dockid NO. NG04-004 

Reqaest No. 24 Class Cost of Service Study 

Explain how and wh,y Account 376 - Mains was separated into two 
components for allocation on the basis of Numbers of Customers and Peak 
demand (see Statement N, Part B, page 7). 

Response: 
Gas distribution mains were allocated based on customers and peak-day demand in 
order to recognize the nature of the distribution system which was designed based on 
the number of customers to be served and the pe.ak-day requirements of those 
customers. Based on the Company's study of the zero or minimum slze main 
necessary to connect a customer to the system, 36% of the mains investment is related 
to the customer component with the'remlnder of 64% related to the Zday peak at . 

distribution. Please see Attachment A. 
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~ e s ~ o n i e  No. 24 
Attachment A 
Page 1 of 1 MONTANA-DAKOTA UTILITIES CO. 

GAS MAIN ANALYSIS 
DECEMBER 31,2001 

PLANT 
l NVESTMENT COSTIFOOT STEEL MAIN 

+ 
FOOTAGE 

0.50 
0.75 
1 .oo 
1.25 
1.50 
2.00 
2-50 
3.00 
4.00 
5.00 
6.00 
7.00 
8.00 

10.00 
12.00 

Total Steel Main 

PLASTIC MAIN 

0.50 
0.75 
1 .oo 
1.25 
2.00 
3.00 
4.00 
6.00 
8 Jan 

Total Plastic Main 

TOTAL 

Intercept: 
Steel Maln 
Plastlce Maln 

Plastic: 
Minimum Size 
Total Feet 
Customer Component 

Steel: 
Zero Intercept 
Feet 
Customer Component 

Exhibit No . (RGT-2 )  
Schedule 4 
Page 3 of 3 
Docket No. NG04-004 

Total Custorner,Component 
Distribution blains @? 12/01 
Customer Component 
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MONTANA-DAKOTA UTILITIES CO. 
Gas Utility - South Dakota 
Customer Cost Analysis 

Pro Forma 2004 

Firm Firm Small Large 
Item Residential General Contract Air Force Interruptible Interruptible 
(A) (B) (C) (Dl (El (F) (GI 

Customer-related plant in service 
1. Service Regulators $530,086 $289,579 $1,425 $0 $32,437 $9,125 
2. Indust. Meas. & Reg. Sta. Eqpt. 0 0 0 0 8,699 54,730 
3. Services 3,507,756 1,883,478 9,432 0 157,388 0 
4. Meters 3,889,660 2,088,540 $10,459 0 174,524 0 
5. Total customer plant in service $7,927,502 $4,261,597 $21,316 $0 $373,048 $63,855 

6. Accumulated depreciation (5,028,027) (2,701,773) (1 3,520) 0 (232,003) (22,061) 
7. Accumulated deferred income taxes (329,816) (177,299) (887) 0 (15,520) (2,657) 
8. Accumulated investment tax credits (3,638) (1,955) (9) 0 
9. Customer advances for construction (21,248) (31,508) 

(171) (29) 
(1) 0 0 0 

10. Customer-related net plant $2,544,773 $1,349,062 $6,899 $0 $125,354 $39,108 

Customer-related cost of service 
11. Rate of return @ 9.61 3% 244.629 129.685 663 0 12.050 3.759 

Income taxes on return 
Operating expenses 
Services 
Measuring stations - Industrial 
Meters and house regulators 
Customer installations 

Maintenance expenses 
Measuring stations - Industrial 
Services 
Meters and house regulators 

Customer accounts 
Meter reading 
Customer records & collection 
Miscellaneous customer accounts 
Customer service & information 
Employee pensions and benefits 
Depreciation expense 
Property taxes 

Customer-related cost of service 

Number of annual bills 

Customer cost per bill 
Customer cost per day 

Present rate 
Proposed rate 

Source: Exhibit-(RGT-2) class cost of service study detail 



CERTIFICATE OF SERVICE 

I hereby certify that copies of testimony of David A. Jacobson, Michele M. Farris, 
Martin C. Bettmann, Keith A. Senger, Basil L. Copeland, Jr. and Robert G. Towers were 
served on the following by mailing the same to them by United States Post Office First 
Class Mail, postage thereon prepaid, at the addresses shown below on this the 19th day 
of October, 2004. 

  at en E. Cremer 
staff Attorney 
South Dakota Public Utilities Commission 
500 East Capitol 
Pierre, SD 57501 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER CANCELLING 
MONTANA-DAKOTA UTILITIES CO. FOR ) HEARING 
AUTHORITY TO INCREASE RATES FOR ) 
NATURAL GAS SERVICE 1 NG04-004 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills service 
territory. The application seeks an increase in rates in the approximate amount of $1,281,417 or 
approximately 2.2%. On June 22, 2004, the Commission suspended the proposed schedule of rates 
for 90 days beyond June 7, 2004. 

At its regularly scheduled meeting of June 22, 2004, the Commission found that pursuant to 
SDCL 49-1A-8, MDU shall be assessed a filing fee as requested by the executive director up to the 
statutory limit of $100,000. The Commission further established an intervention deadline of July 9, 
2004. On July 15, 2004, Commission Staff advised the Commission that the suspension should 
have been for 90 days beyond July 7, 2004. On July 20,2004, pursuant to SDCL 49-34A-14, the 
Commission suspended the operation of the schedule of rates proposed by MDU for 90 days beyond 
July 7, 2004. 

The Commission has jurisdiction in this matter pursuant to SDCL Chapters 1-26 and 49-34A, 
specifically 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A- 
13.1, 49-34A-17, 49-34A-19, 49-34A-21. 

By order dated October 4,2004, a hearing was scheduled for November 4, 2004, beginning 
at 9:00 A.M. and November 5, 2004, beginning at 8:30 A.M., in Room 412, State Capitol, 500 East 
Capitol, Pierre, South Dakota. On October 28, 2004, the Commission was informed that 
Commission Staff and MDU had reached a settlement agreement, so therefore the hearing is 
cancelled. It is therefore 

ORDERED, that the hearing scheduled for November 4 and 5, 2004, is cancelled. 

z& Dated at Pierre, South Dakota, this 2 B  day of October, 2004. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been s e r v ~ j  today upon all parties of 
record in this dockst, as listad on Ehe docket service 
list, by facsimile or by first class mail, in properly 
addressed enyelopes, with charges prepaid thereon. 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 



DAVID A. GERDES 

CHARLES M. THOMPSON 

ROBERT 8 .  ANDERSON 

BRENT A. WILBUR 

TIMOTHY M. ENGEL 

MICHAEL F .  SHAW 

NEIL FULTON 

BRETT KOENECKE 

CHRISTINA L. FISCHER 

HAND DELIVERED 

November 15,2004 

OF COUNSEL 

WARREN W. MAY 
THOMAS C. ADAM 

GLENN W. MARTENS 1881-1963 
KARL GOLDSMITH 1885-1966 

TELEPHONE 
6 0 5  2 2 4 - 8 8 0 3  

L A W  O F F I C E S  

MAY, ADAM, GERDES & THOMPSON LLP 
5 0 3  S O U T H  P I E R R E  S T R E E T  

P . O .  BOX 160 

P I E R R E ,  SOUTH DAKOTA 5 7 5 0 1 - 0 1 6 0  

Pam Bonrud 
Executive Secretary 
Public Utilities Commission 
500 East Capitol Avenue 
Pierre, SD 57501 

TELECOPIER 
6 0 5  2 2 4 - 6 2 8 9  

RE: In The Matter Of The Application Of Montana-Dakota Utilities Co. For Authority To 
Increase Natural Gas Rates In South Dakota 
PUC Docket No.: NG04-004 
Our file: 0069 

Dear Pam: 

Enclosed please find an original and ten copies of a Joint Motion for Approval of Settlement 
Stipulation NG04-004 and Settlement Stipulation in the above referenced docket. 

Very truly yours. 

M*Y, 9, GERDES & THOMl?SON LLP 

BRETT M. KOENECKE 

Enclosures 

cc: Don Ball 



BEFORE THE PUBLIC UTILITIES COMMISS 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) JOINT MOTION FOR 
MONTANA-DAKOTA UTILITIES CO. FOR ) APPROVAL OF 
AUTHORITY TO INCREASE NATURAL GAS ) SETTLEMENT STIPULATION 
RATES IN SOUTH DAKOTA. 1 NG04-004 

Montana-Dakota Utilities Co. (Montana-Dakota) and the Staff of the South Dakota 

Public Utilities (Commission Staff), collectively referred to as Parties, hereby file the above- 

referenced Motion and Settlement Stipulation with the South Dakota Public Utilities 

Commission (Commission). The Parties propose that the Commission adopt the Settlement 

Stipulation as the settlement and resolution of all the issues in this proceeding. .In support of this 

Mouton, the Parties submit as follows: 

1. This Motion is made pursuant to ARSD 20:10:01:19. 

2. The Settlement Stipulation resolves all of the issues in Docket No. NG04-004. 

3. The Settlement Stipulation represents the conclusion of the undersigned parties 

that it is in the best interests of the Parties and the general public to reach a negotiated settlement 

of specific issues in this case and that the terms of the Settlement Stipulation agreed upon are 

just, fair, and reasonable, and consistent with South Dakota law. 

For the foregoing reasons, the undersigned parties jointly request the Commission to 

adopt the attached Settlement Stipulation without modification for the purpose of resolving the 

specific issues for use in determining the revenue requirement of Montana-Dakota Utilities in 

Docket No. NG04-004. 

Montana-Dakota Utilities Co. 

BY: y 
Brett Koenecke 
Attorney 
May, Adam, Gerdes & Thompson, LLP 
503 S. Pierre Street 
PO Box 160 
Pierre, SD 57501 

DATED: (/<h 

South Dakota Public Utilities Commission 

BY: 6. L 
Baren E. Cremer 
Attorney 
State Capital Building 
500 E. Capitol 
Pierre, SD 57501 



NOV 1 5 2004 
BEFORE THE PUBLIC UTILITIES COMMlSSlO 

OF THE 
STATE OF SOUTH DAKOTA 

) 
IN THE MATTER ) DOCKET NO. NG04-004 
OF THE APPLICATION OF ) 
MONTANA-DAKOTA UTILITIES CO. ) 
FOR AUTHORITY TO INCREASE ) 
NATURAL GAS RATES IN ) 
SOUTH DAKOTA ) .  

I. SETTLEMENT STIPULATION 

On June 7, 2004, Montana-Dakota Utilities Co. ("Montana-DakotaJ1) filed 

with the South Dakota Public Utilities Commission ("Commission") an application 

for approval to increase rates for natural gas service in the State of South Dakota 

for its Black Hills system. Montana-Dakota proposed an overall increase of 

$1,281,417. The Staff of the Commission ("Commission Staff") on October 19, 

2004, filed its direct testimony supporting an overall increase for Montana-Dakota 

of $21 0,448. 

The Commission Staff and Montana-Dakota (jointly the "Parties") held 

several negotiating sessions in an effort to arrive at a jointly acceptable resolution 

of this matter. As a result of the sessions, the Parties have been able to resolve all 

issues in this proceeding and have entered into this Settlement Stipulation 

("Stipulation"), which, if accepted and ordered by the Commission, will determine 

rates to result from this proceeding. 



II. PURPOSE 

This Stipulation has been prepared and executed by the Parties for the 

sole purpose of resolving Docket No. NG04-004. The Parties acknowledge that 

they may have differing views that justify the end result, which they deem to be 

just and reasonable, and, in light of such differences, the Parties agree that the 

resolution of any single issue, whether express or implied by the Settlement 

Agreement, should not be viewed as precedent setting. In consideration of the 

mutual promises hereinafter set forth, the Parties agree as follows: 

1. Upon execution of this Stipulation, the Parties shall immediately file this 

Stipulation with the Commission together with a joint motion requesting that the 

Commission issue an order approving this Stipulation in its entirety without 

condition or modification. 

2. This Stipulation includes all terms of settlement and is submitted with 

the condition that in the event the Commission imposes any changes in or 

conditions to this Stipulation which are unacceptable to any party, this Stipulation 

shall be deemed withdrawn and shall not constitute any part of the record in this 

proceeding or any other proceeding nor be used for any other purpose. 

3. This Stipulation shall become binding upon execution by the Parties, 

provided however, that if this Stipulation does not become effective in accordance 

with Paragraph 2 above, it shall be null, void and privileged. This Stipulation is 

intended to relate only to the specific matters referred to herein; no party waives 

any claim or right which it may otherwise have with respect to any matter not 



expressly provided for herein; no party shall be deemed to have approved, 

accepted, agreed or consented to any rate making principle, or any method of 

cost of service determination, or any method of cost allocation underlying the 

provisions of this Stipulation, or be prejudiced or bound thereby in any other 

current or future proceeding before the Commission. No party or representative 

thereof shall directly or indirectly refer to this Stipulation or that part of any order of 

the Commission referring to this Stipulation as precedent in any other current or 

future rate proceeding before the Commission. 

4. The Parties to this proceeding stipulate that all prefiled testimony, 

exhibits, and workpapers be made a part of the record in this proceeding. The 

Parties understand that if this matter had not been settled, Montana-Dakota would 

have filed rebuttal testimony and the Commission Staff would have responded to 

certain of the positions contained in Montana-Dakota's rebuttal testimony. 

5. It is understood that Commission Staff enters into this Stipulation for the 

benefit of Montana-Dakota's South Dakota customers affected by this docket. 

Ill. ELEMENTS OF THE SETTLEMENT STIPULATION 

1. Revenue Requirement 

The Parties agree that Montana-Dakota's attached rate schedules are 

designed to produce annual increases in base rate levels (excluding purchased 

gas cost adjustment and sales taxes) of $669,549 annually for retail natural gas 

service in the Company's Black Hills service area in the State of South Dakota. 

The parties agree to an overall rate of return of 8.917%. 



2. Tariffs 

The increase will be allocated on an equal percentage basis to the 

Residential, Firm General Service and Large lnterruptible rate classes resulting in 

an increase of 1.6% to each of the affected rate classes. The Tariffs reflect the 

following basic service charges with the remainder of the applicable revenue 

increase collected through the Distribution Delivery Charges: 

Rate Class 
Residential 
Firm General 

Meters c 500 cubic ft./hour 
Meters > 500 cubic ft./hour 

Air Force 
Small lnterruptible Sales 
Small lnterruptible Transport 
Large lnterruptible Sales 
Large lnterruptible Transport 

Base Rate 
$0.25 per day 

$0.35 per day 
$0.70 per day 

$95.00 per month 
$50.00 per month 
$125.00 per month 
$1 75.00 per month 
$225.00 per month 

3. Implementation of Rates 

The revised rate schedules shall be implemented with service rendered on 

and after December 1, 2004, with bills prorated so that usage prior to December 

I ,  2004 is billed at the previous rates and usage on and after December 1 ,  2004, 

is billed at the new rates. 

4. Conclusion 

This Stipulation is entered into this 

BY: 



Mr. Brett M. Koenecke Karen E. Cremer 
Attorney Attorney 
May, Adam, Gerdes and Thompson State Capitol Building 
503 South Pierre Street 500 East Capitol Building 
P.O. Box 160 Pierre, SD 57501 -5070 
Pierre, SD 57501 

DATED: 0 / 1 ~ .  0 
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Rate Schedule 

lesidential Rate 60 

llsworth Air Force Base Rate 64 

:ast River Gas System Rate 66 
Meters rated c 500 cubic feet 
Meters rated > 500 cubic feet 

irm General Service Rate 70 
Meters rated c 500 cubic feet 
Meters rated > 500 cubic feet 

;mall lnterruptible Gas Rate 71 

)ptional Seasonal Gas 
Service Rate 72 

Meters rated c 500 cubic feet 
Meters rated > 500 cubic feet 

Winter Gas Usage 
Summer Gas Usage 

'ransportation Service 
Small lnterruptible Rate 81 

Maximum 
Minimum 
Fuel Charge 

Large lnterruptible Rate 82 
Maximum 
Minimum 
Fuel Charge 

arge lnterruptible Gas Rate 85 

Distribution 
Sheet Basic Service Delivery 

No. - 
2 

Charge Charge 

$1.571 

$0.062 

$2.00 per month1 

$0.35 per day) 

$4.00 per month $1.761 

$0.70 per day 

$125.00 per month 

$1 .I 75 
(Maximum 

$0.35 per day 
$0.70 per day 

$1.175 

(Maximum) 

$1 75.00 per month $0.187 1 
$225.00 per month 

PGA Total 
Items Ratel Dk 

$0.1 87 
$0.090 
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Availability: 

In all communities served, except for those communities set forth on Rate 66, for 
all domestic uses. See Rate 100, SV.3, for definition of class of service. 

Rate: 
Basic Service Charge: $0.25 per day 

Distribution Delivery Charge: $1.571 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, !$/.Ill or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The 
cost of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 

General Terms and Conditions: 
RULES - The foregoing schedule is subject to Rates 100 through 134 and any 
amendments or alterations thereto or additional rules and regulations promulgated 
by the Company under the laws of the state. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
all purposes except for resale. See Rate 100, 5V.3, for definition on class of 
service. 

Rate: 
Basic Service Charge: 

For customers with meters rated $0.35 per day 
under 500 cubic feet per hour 

For customers with meters rated $0.70 per day 
over 500 cubic feet per hour 

Distribution Delivery Charge: $1.175 per dk 

Cost of Gas: Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, §V.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

Distribution Delivery Stabilization Mechanism: 
Service under this rate schedule is subject to an adjustment for the effects of 
weather in accordance with the Distribution Delivery Stabilization Mechanism Rate 
87 or any amendments or alterations thereto. 
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Availability: 
In all communities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, sV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For customers with meters rated 
over 500 cubic feet per hour 

$0.35 per day 

$0.70 per day 

Distribution Delivery Charge: $1 .I75 per dk 

Cost of Gas: 
Winter - Bills rendered October I through May 31 Determined Monthly - 

See Rate Summary 
Sheet for Current Rate 

Summer - Bills rendered June 1 through September 30 Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with 
the provisions of Rate 100, sV.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 
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Rate: 

11 

21 

Basic Service Charge: 
Rate 81 $125.00 per month I 1  
Rate 82 $225.00 per month 21 

In the event customer takes service through one meter under both Rates 71 and 
81, the base rate under Rate 81 shall be waived. 

In the event customer takes service through one meter under both Rates 85 and 
82, the base rate under Rate 82 shall be waived. 

Under Rates 81 or 82 customer shall pay a negotiated rate not more than the maximum 
rate or less than the minimum rate specified below. (The per dk charge is applicable to 
all dk of natural gas transported under the terms of this rate.) 

Rate 81 Rate 82 

Maximum Rate per dk $0.453 $0.1 87 

Minimum Rate per dk $0.131 $0.090 

Balancing Charge per dk $0.300 $0.300 

Fuel Charge: 
Applicable to all dk transported to customers located within the distribution system. 
Charge does not apply to transmission level customers. See Rate Summary Sheet 
for currently effective charge. 

GENERAL TERMS AND CONDITIONS: 
1 CRITERIA FOR SERVICE - In order to receive the service, customer must 

qualify under one of the Company's applicable natural gas transportation 
service rates and comply with the general terms and conditions of the service 
provided herein. The customer is responsible for making all arrangements for 
transporting the gas from its source to the Company's interconnection with the 
delivering pipeline(s). 
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Availability: 
In all communities served, except those communities set forth on Rate 66, for all 
interruptible general gas service customers whose interruptible natural gas load 
will exceed an input rate of 2,500,000 Btu per hour, metered at a single delivery 
point and whose use of natural gas will exceed 40,000 dk annually. The rates 
herein are applicable only to customer's interruptible load. Customer's firm natural 
gas requirements must be separately metered or specified in a firm service 
agreement. Customer's firm load shall be billed at Firm General Gas Service Rate 
70. For interruption purposes, the maximum daily firm requirement shall be set 
forth in the firm service agreement. The Company reserves the right to refuse the 
initiation of service under this rate schedule based on the availability of gas 
supply. 

This rate schedule shall not apply for service to U. S. Government installations, 
which are covered by separate special contracts. 

Rate: 
Basic Service Charge: 

Distribution Delivery Charge: 

Maximum Rate 
Minimum Rate 

Cost of Gas: 

$175.00 per month 

$0.187 per dk 
$0.090 per dk 

Determined Monthly - See Rate 
Summary Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge in accordance with the 
provisions of Rate 100, sV.11, or any amendments or alterations thereto. 
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V. General Terms and Conditions (cont.) 

11. Late Payment 
12. Returned Check Charge 
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14. Utility Customer Services 
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16. Notice to Discontinue Gas Service 
17. Installing Temporary Metering Facilities or Service 
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21. Unauthorized Use of Service 
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PURPOSE: 
These rules are intended to define good practice which can normally be expected, 
but are not intended to exclude other accepted standards and practices not 
covered herein. They are intended to ensure adequate service to the public and 
protect the Company from unreasonable demands. 

The Company undertakes to furnish service subject to the rules and regulations of 
the Public Utilities Commission of South Dakota and as supplemented by these 
general provisions, as now in effect or as may hereafter be lawfully established, 
and in accepting service from the Company, each customer agrees to comply with 
and be bound by said rules and regulations and the applicable rate schedules. 

DEFINITIONS: 
The following terms used in this tariff shall have the following meanings, unless 
otherwise indicated: 

AGENT - The party authorized by the transportation service customer to act on 
that customer's behalf. 

APPLICANT - A customer requesting Company to provide service. 

COMMISSION - Public Utilities Commission of the State of South Dakota. 

COMPANY - Montana-Dakota Utilities Co. (Montana-Dakota) 

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain circum- 
stances, of facilities or practices not ordinarily employed which contribute to the 
overall efficiency of Company's operations. This does not refer to the customer's 
convenience nor to the use of facilities or adoption of practices required to comply 
with applicable laws, ordinances, rules or regulations, or similar requirements of 
public authorities. 

CURTAILMENT - A reduction of transportation or retail natural gas service 
deemed necessary by the Company. Also includes any reduction of transportation 
natural gas service deemed necessary by the pipeline. 
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CUSTOMER - Any individual, partnership, corporation, firm, other organization or 
government agency supplied with service by the Company at one location and at 
one point of delivery unless otherwise expressly provided in these rules or in a rate 
schedule. 

DELIVERY POINT - The point at which customer assumes custody of the gas 
being transported. This point will normally be at the outlet of Company's meter(s) 
located on customer's premises. 

GAS DAY - Means a period of twenty-four consecutive hours, beginning and 
ending at 9:00 A.M. Central Clock Time. 

HOUSEHOLD - A family or a group of people who live together 

INDEBTED HOUSEHOLD - A group of people living together among whom there 
is one who is indebted to a gas utility for service provided previously to the 
residence for which service is now sought. 

INTERRUPTION - A  cessation of transportation or retail natural gas service 
deemed necessary by the Company. 

NOMINATION - The daily dk volume of natural gas requested by customer for 
transportation and delivery to customer at the delivery point during a gas day. 

PIPELINE - The transmission company(s) delivering natural gas into company's 
system. 

RATE - Shall mean and include every compensation, charge, fare, toll, rental and 
classification, or any of them, demanded, observed, charged or collected by the 
Company for any service, product, or commodity, offered by the Company to the 
public. This includes any rules, regulations, practices or contracts affecting any 
such compensation, charge, fare, toll, rental or classification. 

RECEIPT POINT - The intertie between the Company and the interconnecting 
pipeline(s) at which point the Company assumes custody of the gas being 
transported. 
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SHIPPER - The party with whom the Pipeline has entered into a service 
agreement with in order to provide transportation services. 

Ill. CUSTOMER OBLIGATIONS: 
1 APPLICATION FOR SERVICE - A customer desiring gas service must make 

application to the Company before commencing the use of the Company's 
service. The Company reserves the right to require a signed application or 
written contract for service to be furnished. All applications and contracts for 
service must be made in the legal name of the customer desiring the service. 
The Company may refuse an applicant or terminate service to a customer who 
fails or refuses to furnish reasonable information requested by the Company 
for the establishment of a service account. Any person who uses gas service 
in the absence of an application or contract shall be subject to the Company's 
rates, rules, and regulations and shall be responsible for payment of all service 
used. 

Subject to rates, rules, and regulations, the Company will continue to supply 
gas service until notified by customer to discontinue the service. The 

- 

customer will be responsible for payment of all service furnished through the 
date of discontinuance. 

Any customer may be asked to make a deposit as required. Pursuant to Rate 
100 9 V.6. 

INPUT RATING -All new customers whose consumption of gas for any 
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single 
delivery point, shall consult with the Company and furnish details of estimated 
hourly input rates and pressure required for all gas utilization equipment. 
Where system design capacity permits, such customers may be served on a 
firm basis. Where system design capacity is limited, and at the Company's 
sole discretion, the Company will serve all such new customers on an 
interruptible basis only. Architects, contractors, heating engineers and 
installers, and all others should consult with the Company before proceeding 
to design, erect or redesign such installations for the use of natural gas. This 
will insure that such equipment will conform to the Company's ability to 
adequately serve such installations with gas. 
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3. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when 
properly identified, shall have access to customer's premises at all reasonable 
times for the purpose of reading meters, making repairs, making inspections, 
removing the Company's property, or for any other purpose incidental to the 
service. 

4. COMPANY PROPERTY - The customers shall exercise reasonable diligence 
in protecting the Company's property on their premises, and shall be liable to 
the Company in case of loss or damage caused by their negligence or that of 
their employees. 

5. INTERFERENCE WITH COMPANY PROPERTY - The customer shall not 
disconnect, change connections, make connections or otherwise interfere with 
the Company's meters or other property or permit same to be done by other 
than the Company's authorized employees or representatives. 

6. RELOCATED LINES - Where Company facilities are located on a public or 
private utility easement and customer erects or installs a building, over gas 
facilities (Company-owned main, Company-owned service line or customer- 
owned service line) the customer shall be charged for line relocation on the 
basis of actual costs incurred by the Company including any required 
easements. 

7. NOTIFICATION OF LEAKS -The customer shall immediately notify the 
Company at its office of any escape of gas in or about the customer's 
premises. 

8. TERMINATION OF GAS SERVICE -All customers are required to notify the 
Company, to prevent their liability for service used by succeeding tenants, 
when vacating their premises. Upon receipt of such notice, the Company will 
read the meter and further liability for service used on the part of the vacating 
customer will cease. 

9. REPORTING REQUIREMENTS - Customer shall furnish the Company all 
information as may be required or appropriate to comply with reporting 
requirements of duly constituted authorities having jurisdiction over the matter 
herein. 
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10. QUALITY OF GAS - The gas tendered to the Company shall conform to the 
applicable quality specifications of the transporting pipeline's tariff. 

IV. LIABILITY: 
1. CONTINUITY OF SERVICE - The Company will use all reasonable care to 

provide continuous service but does not assume responsibility for a regular 
and uninterrupted supply of gas service and will not be liable for any loss, 
injury, death, or damage resulting from the use of service, or arising from or 
caused by the interruption or curtailment of the same except when such loss, 
injury, death or damage results from the negligence of the Company. 

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in 
any other way does the Company give any warranty, express or implied, as to 
the adequacy, safety or other characteristics of any structures, equipment, 
lines, appliances or devices owned, installed or maintained by the customer or 
leased by the customer from third parties. 

3. COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not be 
liable for any loss, injury, death or damage resulting in any way from the 
supply or use of gas or from the presence or operation of the Company's 
structures, equipment, lines, appliances or devices on the customer's 
premises, except loss, injuries, death, or damages resulting from the 
negligence of the Company. 

4. INDEMNIFICATION - Customer agrees to indemnify and hold the Company 
harmless from any and all injury, death, loss or damage resulting from 
customer's negligent or wrongful acts under and during the term of service. 
The Company agrees to indemnify and hold customer harmless from any and 
all injury, death, loss or damage resulting from the Company's negligent or 
wrongful acts under and during the term of service. 

5. FORCE MAJEURE - In the event of either party being rendered wholly or in 
part by force majeure unable to carry out its obligations, then the obligations of 
the parties hereto, so far as they are affected by such force majeure, shall be 
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suspended during the continuance of any inability so caused. Such causes or 
contingencies affecting the performance by either party, however, shall not 
relieve it of liability in the event of its concurring negligence or in the event of 
its failure to use due diligence to remedy the situation and remove the cause in 
an adequate manner and with all reasonable dispatch, nor shall such causes 
or contingencies affecting the performance relieve either party from its 
obligations to make payments of amounts then due hereunder, nor shall such 
causes or contingencies relieve either party of liability unless such party shall 
give notice and full particulars of the same in writing or by telephone to the 
other party as soon as possible after the occurrence relied on. If volumes of 
customer's gas are destroyed while in the Company's possession by an event 
of force majeure, the obligations of the parties shall terminate with respect to 
the volumes lost. 

The term "force majeure" as employed herein shall include, but shall not be 
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure 
to perform by any third party, which performance is necessary to the 
performance by either customer or the Company, acts of the public enemy or 
terrorists, wars, blockades, insurrections, riots, epidemics, landslides, 
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of 
rulers and peoples, civil disturbances, explosions, breakage or accident to 
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire 
failure of gas supply, failure to obtain materials and supplies due to 
governmental regulations, and causes of like or similar kind, whether herein 
enumerated or not, and not within the control of the party claiming suspension, 
and which by the exercise of due diligence such party is unable to overcome; 
provided that the exercise of due diligence shall not require settlement of labor 
disputes against the better judgment of the party having the dispute. 

The term "force majeure" as employed herein shall also include, but shall not 
be limited to, inability to obtain or acquire, at reasonable cost, grants, 
servitudes, rights-of-way, permits, licenses, or any other authorizations from 
third parties or agencies (private or governmental) or inability to obtain or 
acquire at reasonable cost necessary materials or supplies to construct, 
maintain, and operate any facilities required for the performance of any 
obligations under this agreement, when any such inability directly or indirectly 
contributes to or results in either party's inability to perform its obligations. 
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V. GENERAL TERMS AND CONDITIONS: 
1. AGREEMENT - Upon request of the Company, customer may be required to 

enter into an agreement for any service. 

RATE OPTIONS -Where more than one rate schedule is available for the 
same class of service, the Company will assist the customer in selecting the 
applicable rate schedule(s). The Company is not required to change a 
customer from one rate schedule to another more often than once in 12 
months unless there is a material change in the customer's load which alters 
the availability and/or applicability of such rate(s), or unless a change becomes 
necessary as a result of an order issued by the Commission or a court having 
jurisdiction. The Company will not be required to make any change in a fixed 
term contract except as provided therein. 

3. RULES FOR APPLICATION OF GAS SERVICE: 
a. Residential gas service is available to any residential customer for 

domestic purposes only. Residential gas service is defined as service for 
general domestic household purposes in space occupied as living 
quarters, designed for occupancy by one family. Typical service would 
include the following: separately metered units, such as single private 
residences, single apartments, mobile homes and sorority and fraternity 
houses (this is not an all-inclusive list). In addition, auxiliary buildings on 
the same premise as the living quarters, used for residential purposes, or 
for the producing operations of a farm or ranch, may be served on the 
residential rate. 

b. Nonresidential service is defined as service provided to a business 
enterprise in space occupied and operated for nonresidential purposes. 
Typical service would include stores, offices, shops, restaurants, boarding 
houses, hotels, service garages, wholesale houses, filling stations, barber 
shops, beauty parlors, master metered apartment houses, common areas 
of shopping malls or apartments (such as halls or basements), churches, 
elevators, schools and facilities located away from the home site (this is 
not an all-inclusive list). 
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c. The definitions above are based upon the supply of service to an entire 
premise through a single delivery and metering point. Separate supply for 
the same customer at other points of consumption may be separately 
metered and billed. 

d. If separate metering is not practical for a single unit (one premise) that is 
using gas for both domestic purposes and for conducting business (or for 
nonresidential purposes as defined herein), the customer will be billed 
under the predominate use policy. Under this policy, the customer's 
combined service is billed under the rate (Residential or Nonresidential) 
applicable to the type of service which constitutes 50% or more of the 
customer's total connected load. 

e. Other classes of service furnished by the Company shall be defined in 
applicable rate schedules or in rules and regulations pertaining thereto. 
Service to customers for which no specific rate schedule is applicable shall 
be billed on the Nonresidential rates. 

4. DISPATCHING - Transportation customers will adhere to gas dispatching 
policies and procedures established by the Company to facilitate transportation 
service. The Company will inform customer of any changes in dispatching 
policies that may affect transportation services as they occur. 

5. RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The 
rules and regulation for providing gas service to manufactured homes are in 
accordance with the Code of Federal Regulations (24CFR Part 3280 - 
Manufactured Home Construction and Safety Standards) Subpart G and H 
which pertain to gas piping and appliance installation. In addition to the above 
rules, the Company also follows the regulations set forth in the NFPA 501A, 
Fire Safety Criteria for Manufactured Home Installations, Sites, and 
Communities. This information is available at Montana-Dakota Utilities Co.'s 
offices. 

6. CONSUMER DEPOSITS - The Company will determine whether or not a 
deposit shall be required of an applicant for gas service in accordance with 
Commission rules. 
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a. The amount of such deposit shall not exceed one-sixth of the estimated 
annual bill. If a customer has no deposit or one which is inadequate in 
comparison with his recent bills for service the Company may collect an 
additional amount in order to bring the total deposit up to the foregoing 
standard. Should a customer be unable to pay the full amount of the 
deposit, the Company shall accept payment of the deposit in reasonable 
installments not to exceed four months. 

b. The Company may accept in lieu of a cash deposit a contract signed by a 
guarantor, satisfactory to the Company, whereby the payment of a 
specified sum not to exceed the required cash deposit is guaranteed. The 
term of such contract shall automatically terminate after the customer has 
established credit that would result in return of a deposit or at the 
guarantor's request upon sixty days written notice to the Company. 
However, no agreement shall be terminated without the customer having 
made satisfactory settlement for any balance, which the customer owes 
the Company. Upon termination of a guarantee contract, a new contract or 
a cash deposit may be required by the Company. 

c. The customer may, in lieu of a deposit, be placed on an early payment list 
whereby customer shall pay the service bill within a minimum of five 
working days. However for early payment, early disconnection shall be 
proper when a customer fails to pay the service bill within a minimum of 
five working days. 

A deposit shall earn interest at the rate of 7% per year for such period as 
the customer receives service. Interest shall be credited to the customer's 
account annually during the month of December. 

Deposits with interest shall be refunded to customers at termination of 
service provided all billings for service have been paid. Deposits with 
interest will be refunded to all active customers, after the deposit has been 
held for 12 months, provided prompt payment record, as defined in the 
Commission rules, has been established. 
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7. METERING AND MEASUREMENT: 
a. The Company will meter the volume of natural gas delivered to customer at 

the delivery point. Such meter measurement will be conclusive upon both 
parties unless such meter is found to be inaccurate, in which case the 
quantity supplied to customer shall be determined by as correct an 
estimate as it is possible to make, taking into consideration the time of 
year, the schedule of customer's operations and other pertinent facts. The 
Company will test meters in accordance with applicable state utility rules 
and regulations. 

b. Transportation customers agree to provide the cost of the installation of 
remote data acquisition equipment to the Company before transportation 
service is implemented. 

8. MEASUREMENT UNlT FOR BILLING PURPOSES - The measurement unit 
for billing purposes shall be one (1) decatherm (dk), unless otherwise 
specified. Billing will be calculated to the nearest one-tenth (1110) dk. One dk 
equals 10 therms or 1,000,000 Btu's. Dk's shall be calculated by the 
application of a thermal factor to the volumes metered. This thermal factor 
consists of: 

a. An altitude adjustment factor used to convert metered volumes at local 
sales base pressure to a standard pressure base of 14.73 psia, and 

b. A Btu adjustment factor used to reflect the heating value of the gas 
delivered. 

9. UNlT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose of 
measurement shall be one (1) cubic foot of gas at either local sales base 
pressure or 14.73 psia, as appropriate, and at a temperature base of 60 de- 
grees Fahrenheit (60" F). All measurement of natural gas by orifice meter 
shall be reduced to this standard by computation methods, in accordance with 
procedures contained in ANSI-API Standard 2530, First Edition, as amended. 
Where natural gas is measured with positive displacement or turbine meters, 
correction to local sales base pressure shall be made for actual pressure and 
temperature with factors calculated from Boyle's and Charles' Laws. Where 
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gas is delivered at 20 psig or more, the deviation of the natural gas from 
Boyle's Law shall be determined by application of Supercom~ressibility 
Factors for Natural Gas published by the American Gas Association, Inc., 
copyright 1955, as amended or superseded. Where gas is measured with 
electronic correcting instruments at pressures greater than local sales 
base, supercompressibility will be calculated in the corrector using AGA- 
3lNX-19, as amended, supercompressiblity calculation. For hand-billed 
accounts, application of supercompressibility factors will be waived on 
monthly-billed volumes of 250 dk or less. 

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of 
Service from highest to lowest: 

Priority I - Firm sales service. 
Priority 2 - Small interruptible sales and small interruptible transportation 
services at the maximum rate on a pro rata basis. 
Priority 3 - Large interruptible sales and large interruptible transportation 
services at the maximum rate on a pro rata basis. 
Priority 4 - Small interruptible sales and small interruptible transportation 
services at less than the maximum rate from the highest rate to the lowest 
rate and on a pro rata basis where equal rates are applicable among 
customers. 
Priority 5 - Large interruptible sales and large interruptible transportation 
services at less than the maximum rate from the highest rate to the lowest 
rate and on a pro rata basis where equal rates are applicable among 
customers. 
Priority 6 - Gas scheduled to clear imbalances. 

Montana-Dakota shall have the right, in its sole discretion, to deviate from 
the above schedule when necessary for system operational reasons and if 
following the above schedule would cause an interruption in service to a 
customer who is not contributing to an operational problem on 
Montana-Dakota's system. 

Date Filed: June 7, 2004 Effective Date: Service Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4" Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 5 
1" Revised Sheet No. 1.13 

Canceling Original Sheet No. 1.1 3 
GENERAL PROVISIONS Rate 100 

Page 14 of 20 

Montana-Dakota reserves the right to provide service to customers with 
lower priority while service to higher priority customers is being curtailed 
due to restrictions at a given delivery or receipt point. When such 
restrictions are eliminated, Montana-Dakota will reinstate sales and/or 
transportation of gas according to each customer's original priority. 

I 1. LATE PAYMENT - Amounts billed will be considered past due if not paid by 
the due date shown on the bill. An amount equal to 1% per month will be 
applied to any unpaid balance existing at the immediate subsequent billing 
date, provided however, that such amount shall not apply where a bill is in 
dispute or a formal complaint is being processed. 

All payments received will apply to the customer's account prior to calculating 
the late payment charge. Those payments applied shall satisfy the oldest 
portion of the bill first. 

12. RETURNED CHECK CHARGE - A  charge of $20.00 will be collected by the 
Company for each check charged back to the Company by a bank. 

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of the 
Company, there shall be charged pro rata amounts which, on an annual basis, 
shall be sufficient to yield to the Company the full amount of any usage fees or 
any sales, use, franchise or excise taxes, whether they be denominated as 
license taxes, occupation taxes, business taxes, privilege taxes, or otherwise, 
levied against or imposed upon the Company by any municipality, political 
subdivision, or other entity, for the privilege of conducting its utility operations 
therein. 

The charges to be added to the customers' service bills under this clause shall 
be limited to the customers within the corporate limits of the municipality, 
political subdivision or other entity imposing the tax. 

14. UTILITY CUSTOMER SERVICES: 
a. The following services will be performed at no charge regardless of the 

time of performance: 

1. Fire and explosion calls. 
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2. Investigate hazardous conditions on customer premises, such as gas 
leaks, odor complaints, combustible fumes. 

3. Maintenance or repair of Company-owned facilities on the customer's 
premises. 

b. The following service calls will be performed at no charge during the 
Company's normal business hours: 

1 Cut-ins and cut-outs. 

2. Lighting pilots, inspecting, and adjusting gas equipment in connection 
with establishing service when working cut-in orders. 

3. Investigating high bills or inadequate service complaints. 

4. Location of underground Company facilities and customer-owned gas 
service lines for contractors, builders, plumbers, etc. 

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS HOURS - 
For service requested by customers after the Company's normal business 
hours, a charge will be made for labor at standard overtime service rates and 
materials at retail prices. Customers requesting service after the Company's 
normal business hours will be informed of the after hour service rate and 
encouraged to have the service performed during normal business hours. 

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to have 
their gas service discontinued shall notify the Company during regular 
business hours, one business day before service is to be discontinued. Such 
notice shall be by letter, personal visit or telephone call to the Company's local 
business office, in communities in which an office is maintained. In other 
communities such notice shall be given to the Company's representative who 
services the community or to the nearest business office. Saturdays, Sundays 
and legal holidays are not considered business days. 
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17. INSTALLING TEMPORARY METERING FACILITIES OR SERVICE - A 
customer requesting a temporary meter installation and service will be charged 
on the basis of direct costs incurred by the Company. 

18. RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMERS - 
A customer who requests reconnection of service, during normal business 
hours at a location where same customer discontinued the same service 
during the preceding 12-month period will be charged the Basic Service 
Charge applicable during the period service was not being used or a minimum 
of $30.00. The minimum will be based on standard overtime rates for 
reconnecting service after normal business hours. 

Transportation customers who cease service and then resume service within 
the succeeding 12 months shall be subject to a reconnection charge of 
$160.00 whenever reinstallation of the remote data acquisition equipment is 
necessary. 

19. DISCONTINUANCE OF SERVICE FOR NONPAYMENT OF BILLS - All 
amounts billed for services are due when rendered and will be considered 
delinquent if not paid by the due date shown on the bill. If any customer shall 
become delinquent in the payment of amounts billed, such service may be 
discontinued by the Company under the applicable rules of the Commission. 
The Company may collect a fee of $25.00 before restoring gas service which 
has been disconnected for nonpayment of service bills during normal business 
hours. Standard overtime rates will apply for services performed after normal 
business hours. 
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20. DISCONTINUANCE OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS - The Company reserves the right to discontinue 
service for any of the following reasons: 

In the event of customer use of equipment in such a manner as to 
adversely affect the Company's equipment or service to others. 

In the event of tampering with the equipment furnished and owned by the 
Company. 

For violation of, or noncompliance with, the Company's rules on file with 
the Commission. 

For failure of the customer to fulfill the contractual obligations imposed as 
conditions of obtaining service. 

For refusal of reasonable access to property to the agent or employee of 
the Company for the purpose of inspecting the facilities or for testing, 
reading, maintaining or removing meters. 

The right to discontinue service for any of the above reasons may be 
exercised whenever and as often as such reasons may occur, and any delay 
on the part of the Company in exercising such rights, or omission of any action 
permissible hereunder, shall not be deemed a waiver of its rights to exercise 
same. 

Nothing in these regulations shall be construed to prevent discontinuing 
service without advance notice for reasons of safety, health, cooperation with 
civil authorities, or fraudulent use, tampering with or destroying the Company's 
facilities. 

The Company may collect a reconnect fee of $30.00 before restoring gas 
service which has been disconnected for the above causes. 
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21. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is defined 
as any deliberate interference such as tampering with the Company's meter, 
pressure regulator, registration, connections, equipment, seals, valve, 
procedures or records resulting in a loss of revenue to the Company. 
Unauthorized service is also defined as reconnection of service that has been 
terminated, without the Company's consent. 

a. Examples of unauthorized use of service includes, but is not limited to, 
tampering or unauthorized reconnection by the following methods: 

1. Bypass piping around meter. 
2. Bypass piping installed in place of meter. 
3. Meter reversed. 
4. Meter index disengaged or removed. 
5. Service or equipment tampered with or piping connected ahead of 

meter. 
6. Tampering with meter or pressure regulator that affects the accurate 

registration of gas usage. 
7. Gas being used after service has been discontinued by the Company. 
8. Gas being used after service has been discontinued by the Company 

as a result of a new customer turning gas on without the proper 
connect request. 

b. Any charges for damage to Company property will be billed to the 
customer. The customer may also be charged for: 

1. Time, material and transportation costs used in investigation or 
surveillance. 

2. Estimated charge for non-metered gas. 
3. On-premise time to correct situation. 
4. A minimum fee of $30.00 will apply. 

All such charges shall be at current standard or customary amounts being 
charged for similar services, equipment, facilities and labor by the 
Company. 
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c. Reconnection of Service: 
Gas service disconnected for any of the above reasons shall be 
reconnected after a customer has furnished satisfactory evidence of 
compliance with the Company's rules and conditions of service, and 
paid any service charges which are due, including: 

All delinquent bills, if any. 
The amount of any Company revenue loss attributable to said 
tampering. 
Expenses incurred by the Company in replacing or repairing the 
meter or other appliance costs incurred in preparation of the bill, 
plus costs as outlined in paragraph 20.b.above; 
Reconnection fee applicable. 
A cash deposit, the amount of which will not exceed the maximum 
amount determined in accordance with §V, paragraph 6 
CONSUMER DEPOSITS. 

22. GAS METER TEST BY CUSTOMER REQUEST - Any customer may 
request the Company to test its gas meter. The Company shall make the 
test as soon as possible after receipt of the request. If a request is made 
within one year after a previous request, the Company may require a 
deposit as follows: 

Meter Ratinq 

Residential 
All 

Non-Residential 

425 CFH* or less 
426 CFH to 1000 CFH 
Over 1000 CFH 

* Cubic feet per hour 

Deposit Amount 
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The deposit shall be refunded only if the meter is found to have an un- 
acceptable error, as defined in the Commission's regulations. In the case 
where a meter is replaced due to malfunction, a customer will be allowed one 
additional free meter test within 12 months, if requested by the customer. 

SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS: 
Rate 102 - Residential Rate for Regular Employees 
Rate 1 19 - Interruptible Gas Service Extension Policy 
Rate 120 - Firm Gas Service Extension Policy 
Rate 124 - New Installation, Replacement, Relocation and Repair 

of Gas Service Lines 
Rate 134 - Rules and Policies for Implementing Master Metering 

Restrictions 
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1. The Company will install, at its expense, a service line extending from the main to 
the connection at the premise regulator and/or meter for all customers. The 
service line installed by the Company will remain the Company's property. 

2. A non-refundable contribution may be required for that portion of the service line 
cost not supported by the expected or actual connected load. The contribution 
requirement will be determined based on minimum footage allowances determined 
annually taking into account the maximum allowable investment defined in Rate 
120 and the statewide average installed per foot cost. The Company reserves the 
right to charge customer the total cost of the installed service line if service is not 
initiated within 12 months of such installation. 

3. The portion of the service line not cost justified shall be charged to the customer 
on the basis of direct costs to the Company. The Company may, at its option, 
calculate a statewide average cost per foot for such work based on its experience 
and may use such calculated amount for billing purposes. No minimum amount 
shall apply. 

4. Where service line location changes are required due to building encroachments 
(a building is being constructed or is already located over a service line, etc.) or 
due to a customer request to move a service line, the customer shall be charged 
on the basis of direct costs incurred by the Company. 

5. Whenever a service line is damaged by the customer or someone under the 
employ of the customer necessitating the service line to be either repaired or 
replaced in whole or in substantial part, such work shall be charged for on a direct 
cost basis. If the damage was caused by independent contractors, not in the 
employ of the customer, the charges shall be billed directly to such contractor. 

6. Service line changes necessary to increase the size and capacity of an existing 
service line because of increased demand shall be treated in accordance with 
paragraph 2 above. 

Date Filed: June 7, 2004 Effective Date: Serivce Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



-- -g7 .* +y Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 

y$Yw Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
lSt Revised Sheet No. 5 

Canceling Original Sheet No. 5 

DISCONNECT NOTICE 
Page 1 of 1 

-- - 
; - -MONTANA-DAKOTA UTILITIES CO 

OM 

Account Number: - 

DISCONNECT NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU. 
OUR VALUED CUSTOMER, BUT YOU MUSTTAKE ACTION NOW. 

Date: 

Ssrvics Address: 

Payment of your service account is now past due. Your service will be 
disconnected on unless your past due amount is paid in full 
or satisfactory arrangements are made before this date. If service is 
disconnected, payment in full and a reconnect fee of plus 
applicable taxes to restore service during normal working hours, 
plus a deposit or additional deposit of will be required 
before service is restored. 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 
THANK YOU. 

PAST DUE CURRENT ACCT BALANCE 
UTILITY: 
DEPOSIT: $0.00 $0.00. $0.00 

DIRECT INOUlRlES TO: DIRECT UNRESOLVED COMPIAIHTS TO: 
MONTANA-DAKOTA UTILITIES CO SD PUBLIC UTILITIES COMMISSION 
PO BOX 1080 500 E CAPITOL 
RAPID CITY SO 67709 
1 605 342 0187 

DIRECT PAYMENTS TO: 
MONTANA-DAKOTA UTlLrrlES CO 
PO BOX 5800 
BISMARCK ND 58506-5600 

PIERRE SD 57601 
1 BOO 332 1782 

Date Filed: June 7,2004 Effective Date: Service Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4~ Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
1" Revised Sheet No. 8 

Canceling Original Sheet No. 8 

DISCONTINUANCE NOTICE FOR UNAUTHORIZED USE OF SERVICE 
Page 1 of 2 

MONTANA-DAKOTA UTILITIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 
Today we inspected your gaslelectric service Installation. This inspectlon has revealed that you are ' 

obtaining unauthorized gadelectric service et the address shown below. Under rules and regulations 

flied with. and approved by. the Public  til lib Commission of , service can 
be terminated because of this Irregularity. To avoid discontinuance of service bring this card to our office. 

no later than . at the address shown below, and we will discuss the 
conditions under which your gaslelectric service will not be interrupted. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Customer: 

Add-: 
Telephone No.: 

Meter No.: 

Employee: 

Date Filed: June 7, 2004 Effective Date: Service Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4Ih Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
Original Sheet No. 8.1 

DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN 
NONPAYMENT OF BILLS 

Page 2 of 2 

MONTANA-DAKOTA UTILITIES CO. 
DISCONTINUANCE NOTICE 

NOTICE TO CUSTOMER: 
Today we inspected your gaslelectric service (nstallatlon and under rules and regulations filed with, and 

approved by. the Public Utility Commission of , we are legelly authorized 
to discontinue service due to an irregularity. In order to hava your service restomd. bring thls card to our 

office, at the address shown below. and we will discuss the conditions under which gadelectric service 

may be restored. 

MONTANA-DAKOTA UTILITIES CO. Date: 

Address: Cuelomec 

Address: 
Telephone No.: 

Meter NO.: 

Employee: 

Date Filed: June 7,2004 Effective Date: Service Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck. ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
1'' Revised Sheet No. 13 

Canceling Original Sheet No. 13 
GUARANTEE OF PAYMENT FOR NATURAL GAS AND/OR ELECTRIC 
SERVICE BY A SECOND PARTY IN LIEU OF A DEPOSIT 

Page 1 of 1- 

Date Filed: June 7, 2004 Effective Date: Service Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'h Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
1" Revised Sheet No. 16 

Canceling Original Sheet No. 16 
FINAL NOTICE PRIOR TO DISCONNECT 

Page 1 of 1 

Account Number: 

FINAL NOTICE 
WE WANT TO CONTINUE OUR DEPENDABLE SERVICE TO YOU, 
OUR VALUED CUSTOMER. BUT YOU MUST TAKE ACTION NOW. 

Servka Address: 

YOUR SERVICE ACCOUNT IS SERIOUSLY PAST DUE. 

THIS IS YOUR FINAL NOTIFICATION THAT YOUR GAS AND/OR ELECTRIC 
SERVICE WILL BE D I S C O ~ ~ N U E D  IMMEDIATELY - 

Unless your past due amount is paid in full or satisfactory 
arrangements aTe made in person to the CREDIT DEPARTMENT of 
MONTANA-DAKOTA UPILITIES CO. by 5 : 0 0  p.m. on 

If service is disconnected, payment in full and a reconnect 
fee of ---- to restore service during normal working 
hours plus a deposit or additional deposit of 
will he required before service is restored. 

PLEASE CONTACT US NOW TO AVOID ANY INCONVENIENCE 
THANK YOU. 

PAST DUE CURRFNT ACCT BALANCE 
unLITy: 
DEPOSIT: $0.00 $0.00 $0.00 

DIRECT lNQUlRIES TO: DIRECT UNRESOLVED COMPLAINTS TO: 
MONTANA-DAKOTA UTILITIES CO SD PUBUC UTIUTIES COMMISSION 
PO BOX 1060 600 E CAPITOL 
RAPID CITY SO 67709 PIERRE SD 67601 
1 605 342 01  87 1 600 332 1782 

Date Filed: June 7, 2004 Effective Date: Service Rendered on and 
after December 1,2004 

Issued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



Jacobson, David 

Page 1 of 1 

,&&94-@@u' 

From: Collins, Karen [Karen.Collins@rndu.com] 

Sent: Wednesday, November 17,2004 9:10 AM 

To: 'david.jacobson@state.sd.us'; Brett Koenecke (koenecke@magt.com) 

Cc: Bosch, Stephanie; Aberle, Tamie; Ball, Don; Mulkern, Rita 

Subject: Revised SD tariff pages and Notice to customers 

Attached is a PDF file with changes to the following tariff sheets: 

Section No. 3-2" Revised Sheet No. 13, Canceling 1 Revised Sheet No. 13 

Section No. 6-1'' Revised Sheet No. 12, Canceling Original Sheet No. 12 

Also included in the PDF file per request by Dave is a Notice to Customers (bill insert 
information). 

If you have any questions, please contact either myself at 800-431-5733 or Stephanie Bosch 
at 701-222-7983. Thanks. 

Karen M. Collins 
Regulatory Analyst 
Montana-Dakota Utilities Co. 
400 North 4th Street 
Bismarck, ND 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, 11?c. 
400 N 4'" Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 3 
2nd Revised Sheet No. 13 

Canceling 1 st Revised Sheet No. 13 
OPTIONAL SEASONAL GENERAL GAS SERVICE Rate 72 

Page 1 of 2 

Availability: 
In all comn~unities served, except for those communities set forth on Rate 66, for 
customers otherwise qualifying for service under Firm General Gas Service Rate 
70. See Rate 100, SV.3, for definition of class of service. 

Rate: 
Basic Service Charge: 

For customers with meters rated 
under 500 cubic feet per hour 

For custorners with meters rated 
over 500 cubic feet per hour 

$0.35 per day 

$0.70 per day 

Distribution Delivery Charge: $1.175 per dk 

Cost of Gas: 
Winter - Bills rendered October I through May 31 Determined Monthly - 

See Rate Summary 
Sheet for Current Rate 

Summer - Bills rendered June 1 through Septsmber 30 Determined Monthly - 
See Rate Summary 
Sheet for Current Rate 

Minimum Bill: 
Basic Service Charge. 

Payment: 
Billed amounts will be considered past due if not paid by the due date shown on 
the bill. Past due bills are subject to a late payment charge ~n accordance with 
the provisions of Rate 100, §V.11, or any amendments or alterations thereto. 

Cost of Gas: 
The cost of gas includes all applicable cost of gas items as defined in Purchased 
Gas Cost Adjustment Rate 88 or any amendments or alterations thereto. The cost 
of gas component is subject to change on a monthly basis. 

-- -- - -- 

Date Filed: June 7, 2004 Effective Date: Service Rendered on and 
after December 1, 2004 

Issued By: Donald R. 6all 
Assl. V ~ c e  Pres~de i t -Reua to  Affairs 

Docket No.: NG04-004 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. 
400 N 4'" Street 
Bismarck, ND 58501 

State of South Dakota 
Gas Rate Schedule - SDPUC Volume No. 2 

Section No. 6 
1'' Revised Sheet No. 12 

Canceling Original Sheet No. 12 

Reserved for Future Use 

Date Filed: June 7, 2004 Effective Date: Service Rendered on and 
after December 1, 2004 

lssued By: Donald R. Ball 
Asst. Vice President-Regulatory Affairs 

Docket No.: NG04-004 



IN THE MATTER OF THE APPLICATION OF 
MONTANA-DAKOTA UTILITIES CO. FOR AUTHORITY 
TO INCREASE RATES FOR NATURAL GAS SERVICE 

STAFF MEMORANDUM SUPPORTING 
SETTLEMENT STIPULATION 

DOCKET NG04-004 

Staff submits this memorandum in support of the settlement Stipulation filed November 
15, 2004, by Staff and Montana-Dakota Utilities Co. (collectively, "the parties") in the 
above captioned matter. 

BACKGROUND 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU) filed for approval to increase 
rates for natural gas service in its Black Hills service territory by $1,281,417. MDU's 
proposed increase was based on a historic test year ended December 31,2003, 
adjusted for projected changes and a return on common equity of I 1  %. MDU witnesses 
submitted testimony stating that the increase was necessary because of increased 
operating expenses driven largely by increases in labor, benefit costs and depreciation 
expense. 

On June 10, 2004, the Commission gave notice of the application and the intervention 
deadline of July 9, 2004. By Orders dated June 30th, 2004, and July 27, 2004, the 
Commission suspended the proposed rates in this matter. By Order dated August 26, 
2004, the Commission set a procedural schedule for this application which was 
amended by a Commission Order dated October 4, 2004. Commission Staff filed its 
direct testimony on October 19, 2004. On October 22, 2004, the parties met to discuss 
possible settlement of the rate increase request and discussions have continued to 
where MDU and Commission Staff have now reached a settlement of all of their 
outstanding differences. 

On November 15, 2004, the Parties filed a Joint Motion with the Commission requesting 
approval of the Settlement Stipulation. 

Overview of the Settlement 

MDU's filing was based on a historic test year ending December 31, 2003, adjusted for 
2004 projected changes and a claimed 9.61 3% overall rate of return reflecting a I 1  % 
return on common equity capital. MDU's distribution of the rate increase was guided by 
a class cost of service study. MDU's proposed increase of $1,281,417 was 
approximately 2.2% of MDU's test year revenue of approximately $58.3 million which 
included adjustments by MDU for normal weather, an annualization of increased rates 



from Docket NG02-011, projected increased gas costs, and projected increased 
customer numbers. Staff's testimony, submitted after comprehensive analysis of the 
filing and substantial discovery, was based on the historical test year ended December 
31, 2003, updated for known and measurable changes, a 8.734% rate of,return based 
on a return on common equity of 9.25%, and a distribution of the rate increase based 
on an independent class cost of service study. Staff's testimony, based on the evidence 
gathered and information supplied by MDU up to the point of filing, indicated that an 
increase of $210,448 or .46% was warranted based on Staff adjusted test year 
revenues of approximately $45.8 million. Staff adjustments to test year revenues 
included normal weather and annualized rates from Docket NG02-011. The difference 
between Staff and MDU revenues resulted primarily from MDU applying p-rojected gas 
costs and Staff using actual test year gas costs. I , 

During the time elapsed since Staffs testimony was filed, MDU provided additional 
information demonstrating and substantiating additional adjustments to reflect changes 
in MDU's costs that are now known and measurable. Staff has carefully reviewed this 
updated information and revised certain expense, plant, and other of MDU's claimed 
costs of service. MDU has also modified certain positions it established in its prefiled 
testimony for settlement purposes. Reflecting the substantial additional information 
obtained since the filing of Staff's testimony, the settlement would allow for an increase 
in rates of $669,549 or approximately 1.5% of Staff adjusted test year revenues which 
is approximately 52% of MDU's initial request. Settlement was pursued by Staff with the 
objective of obtaining a comprehensive resolution of all issues in the filing, based on 
sound regulatory principles. Staff believes this settlement achieves that purpose and 
avoids unnecessary litigation. 

Following are the issues on which the Settlement differs from the analysis reflected in 
Staff's prefiled testimony: 

Ooeratina Revenue and Expense 

Labor - To analyze MDU's labor expense it is necessary to separately consider union 
and non-union labor as each group receives changes to compensation levels in 
different amounts at different times. Regarding non-union labor, Staff's prefiled 
testimony reflected only test year actual expenses as MDU's initial filing and 
subsequent data responses provided only budgeted projections of post test year 
increases. During settlement discussions, MDU provided evidence that showed an 
increase to non-union compensation of 4.65% occurred on January 1, 2004. Staff's 
settlement allowance reflects the updated non-union labor increase, as it has taken 
effect and is known and measurable. 

MDU, during settlement, also took issue with the method Staff used to compute the 
percentage increase in wages for union employees. Staff derived a percentage 
increase by averaging the increases granted to each job position and giving each job 
position equal weight as this was the best information available at that time. During 



settlement discussions, MDU provided information allowing each job position to be 
weighted by number of employees. The result of the revised calculation changed the 
2003 union increase from 6.72% to 7.3% and the 2004 union increase from 6.31% to 
6.41%. Staff accepted this revised average increase calculation as it results in a more 
accurate determination of actual increases granted. The above adjustments resulted in 
,an increase to Staff's labor adjustment of approximately $104,000 including associated 
labor taxes. 

Benefits. Pension and Post Retirement Expense - Staffs prefiled testimony updated 
MDU's test year pension and post retirement expense to the twelve month period 
ending 07/31/04. Each year, Towers Perrin performs an actuarial study for MDU which 
contains a current year analysis and a five year forecast of these expense categories. 
During settlement discussions MDU provided an updated adjustment utilizing the 
current actuarial study which Staff believes is consistent with the Commission's decision 
in NG94-012, a prior rate case where the Commission accepted FAS 106 accounting 
treatment. Also, subsequent to Staff filing direct testimony, MDU provided updated 
actual medical/dental, 401 k and workers compensation benefits expense as of 9/31/04. 
In summary, the updates increased medicalldental and pension expense and 
decreased post retirement, 401-K and Workers Compensation expenses from the 
levels utilized in Staff's prefiled testimony. Together, these updates increased the 
revenue requirement of MDU by approximately $154,000. 

Rate Case Expense - Staffs proposed five year amortization was adopted and the 
amount spent on this case by the parties was updated at the time of settlement, adding 
$1,000 to the revenue requirement. 

Inflation Adjustment - During settlement negotiations MDU proposed an inflation 
adjustment which annualized operation and maintenance (O&M) expenses not 
otherwise adjusted by applying one-half of the actual inflation rate experienced during 
the historic test year to the 12/31/03 Other O&M expenses not otherwise adjusted. 
MDU's adjustment further applied the most recent available post test year inflation rate 
to this annualized amount bringing test year expense to current inflation adjusted levels. 
After review and refinement, Staff accepted this adjustment resulting in an increase in 
MDU's revenue deficiency of approximately $38,000. 

Interest on Customer Deposits - Staffs filed case included MDU held customer deposits 
as a deduction from rate base. MDU expressed its concern regarding Staffs position in 
that it did not recognize the interest that MDU pays on such deposits. After discussion, 
Staff amended its position to include the interest expense that MDU pays on customer 
deposits in its cost of service calculation. This adjustment resulted in an increase of 
approximately $1 1,000 to MDU's revenue deficiency. 

Cost of Gas - Staffs case relied on test year gas commodity costs for cost of service 
calculations. During settlement, MDU argued that their 2004 estimated cost of gas 
better represented current conditions than the historic test year costs. Staff contended 



that MDU's estimated 2004 cost of gas is not known and violates accounting matching 
principles. Both sides agreed that the cost of gas is a direct flow through in the PGA 
and does not affect the cost of service except for issues indirectly relating to commodity 
costs such as gross receipts tax, uncollectible accounts and company consumption. 
MDU provided information to Staff showing that the most recent 12 month gas costs 
ending September 2004 were $3,557,204 higher than test year commodity costs. Staff 
objects to using forecasted gas costs, but the updated gas costs are actual costs that 
have occurred since the end of the test year. While there may be some unresolved 
related matching issues, Staff does not believe any such issues override the 
unprecedented change in natural gas costs of the past several months, costs which are 
not expected to reverse in the near future. 

As a result, Staff and MDU agree to use the most current available twelve month gas 
costs for adjustments relating only to gross receipts tax, uncollectible accounts and 
company consumption. These adjustments resulted in a $20,000 increase in the cost of 
service. 

Discounted Rate Adjustment - Staffs prefiled case reflected the application of 
maximum rates for those rates capable of being flexed in order to retain customers or 
meet competitive forces. During settlement discussions, MDU provided additional 
evidence that the rate 71 and 81 customers that had been given discounts pursuant to 
currently tariffed flex rates had provided adequate margins to help recover the fixed 
costs of the other customers. Given this contribution of fixed cost recovery and MDU's 
assurances that these rates were necessary to retain these customers, Staff has 
agreed to allow for the recovery of these discounts from the other customers. The effect 
of this adjustment increased MDU's revenue requirement by approximately $5,000. 

Rate Base Items 

Plant Additions - Staff's case as filed included non-revenue producing post test year 
plant additions through July 31, 2004. During settlement, MDU provided updated 
information including actual plant additions completed through September 30, 2004. 
The net affect of adding these plant additions to Staff's case and the related 
adjustments to accumulated depreciation, depreciation expense, deferred taxes, 
accumulated deferred income taxes, ad valorem taxes and a small error correction 
resulted in a $53,000 increase in MDU's revenue deficiency. 



Cost of Capital Issues . .  

Return on Common Equitv - Staffs prefiled revenue requirement determination 
reflected a 9.25% return on equity capital (ROE). Staffs cost of capital evidence 
supported an ROE in the range of 8.5% to 9.5% while MDU's filed case claimed a 
return on equity of 11%. Settlement discussions did not result in a mutually agreed 
upon ROE. Staff arrived at an acceptable settlement rate increase based on positions 
taken regarding all issues involved in the case;including an ROE of 9.5%. MDU has 

- agreed to the resulting dollar amount of the rate increase but has valued certain issues 
differently than Staff, concluding that the settlement results in an ROE higher than that 
reflected in this memo and the accompanying attachments. Staffs determination of an 
acceptable settlement .rate increase based on an ROE at a level higher than that 
reflected in its filed case is justified because this rate of return remains within its 
recommended range of reasonable returns and further, because it allowed the parties 
to achieve an overall settlement thereby avoiding the time and cost of full evidentiary 
Commission hearings. Increasing the 9.25% ROE reflected in its filed testimony by 
0.25% added approximately $35,000 to the revenue requirement justified by Staff. 

Capital Structure - As indicated above, Staff believes that the overall settlement will 
result in a return on common equity capital that is within the range recommended by its 
witness. The overall rate of return on rate base also reflects the Staff witness' proposed 
June 30, 2004 capital structure and debt costs, updated to reflect changes that have 
occurred since that date. Specifically, the updates include the retirement of a $15 
million debt issue on October 1, 2004, and recognition of actual changes in common 
equity capitalization that occurred through September 30, 2004. The combined effect of 
these changes increased Staff's revenue requirement by approximately $38,000. 

Rate Desian Issues 

Distribution of Settlement Increase - In its rate filing, MDU proposed that approximately 
70% of its proposed $1.3 million rate increase be allocated to Residential customers 
with the remainder allocated to the Firm General Service (29.5%) and Large 
Interruptible (0.5%) groups. Staff challenged the class cost of service study on which 
the Company's distribution of the proposed increase was based and presented an 
alternative cost study supporting a rate design that would have placed approximately 
42% of the increase on Residential customers, 55% on Firm General Service 
customers and 3% on Small and Large lnterruptible users. The fundamental difference 
between the parties' cost studies lies in MDU's allocation of 36% of the cost of 
distribution mains on the basis of the number of customers in each class with the 
remainder allocated on the basis of each class' requirements for pipeline capacity. Staff 
allocated 100% of these costs on the basis of pipeline capacity requirements. Based on 
the settlement rate increase of $669,549, the Company and Staff distributions would 
have resulted in the following increases in customer billings (i.e. including the PGA cost 
of purchased gas component): 



Rate Increase Based on: 
MDU Staff 
Distribution Distribution 

Residential 1.78% I .05% 
Firm General Service I .26% 2.36% 
Small Interruptible 0.00% 0.83% 
Large Interruptible 0.59% 3.26% 

Recognizing that these differences arise out of competing theories of cost allocation, as 
opposed to definitive and undisputable assignments of costs to each class, Staff ' 

agreed in settlement of the issue to a uniform, across-the-board increase of 1.572% to 
all classes for which the Company had proposed a rate increase. 

As indicated above, this uniform increase is the increase in the total billings to 
customers, including PGA charges. Removing PGA charges from the equation 
indicates that the settlement increase in base rates, which overall is 5.94%' is 5.38% for 
Residential customers, 8.28% for Firm General Service customers and 6.82% for Large 
lnterruptible users. 

Customer Service Charues - Based on its analysis of its "customer costs", MDU 
proposed increases in all customer service charges. Staff disputed the Company's cost 
analysis and presented its own analysis of costs directly associated with customer 
service. As illustrated in Exhibi t (RGT-3),  this analysis supported the Company's 
proposed service charges for Firm General Service and Large lnterruptible customers 
but indicated that the increase proposed for the Residential class was not justified. The 
settlement reflects Staffs position. 



Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Revenue Requirement 
Adjusted Test Year Ended December 31,2003 

Line 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 I 

12 

13 

Description 
(a) * 

Average Rate Base 

Adjusted Test Year Operating lncome 

Earned Rate of Return 

Proposed Rate of Return 

Required Operating lncome 

lncome Deficiency (Excess) 

Gross Revenue Conversion Factor 

Revenue Deficiency (Excess) 

Bad Debts on Revenue Deficiency (0.36%) 

Gross Receipts Tax (at 0.001 5) 

Total Revenue Deficiency (Excess) 

Adjusted Test Year Revenue 

Revenue Requirement 

Exhibit-(KAS-I) 
Schedule I 
Page I of I 

Staff 
South Dakota - Gas 

Adjusted 2003 
Test Year 

( 4  
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Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating lncome Statement With ~ n o w n  and Measurable Adjustments and Revenue Adjustment 
Adjusted Test Year Ended December 31,2003 

Adjusted 
Total Test Year 

South Dakota Staff Adjusted Revenue with Revenue 
Per Books Adjustments Test Year Adjustment Adjustment 

0 )  ( 4  (dl (el (9 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14  
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

3 1 

32 

33 

34 

Description 
(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transpiration (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 728, 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal lncome Taxes 
Deferred lncome Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

Rate Base 

Rate of Return 

Staff Proposed Rate of Return 

NG04-004-KAS settlementxls:KAS-1 Sch 2 
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No. - 

1 
2 
3 
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6 
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10 
11 
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13 
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18 
19 
20 
2 1 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 
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Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating Income Statement With Known and Measurable Adjustments 
Adjusted Test Year Ended December 31,2003 

South Dakota 
Description Per Books 

(a) (b) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) $ 44,201,634 
Transportation (489) (including unbilled) 363,186 
Other Revenues (488,493,495) 216,621 

TOTAL OPERATING REVENUES 44,781,441 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805, 808) 34,335,947 
Labor 4,033,579 
Benefits Expense 690,769 
Insurance Expense 255,242 
Uncollectible Account Expense 139,674 
Regulatory Commission Expense 1,869 
Other Operation and Maintenance 2,143,676 

Total Operation and Maintenance 41,600,756 

Depreciation and Amortization 1,815,584 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 44,031,426 

OPERATING INCOME 

Sale of 
Depreciation Plant Depr. 

Interest Postage Study Assets Rate 
Sync Expense Expense Consumption (NG02-011) Change 

( 4  (dl (el (h) (0 U) 

NG04-004-MS settlementxls:WS-I Sch 3 



Exhibit-(KAS-1) 
Schedule 3 
Page 2 of 3 

Line 
No. - 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating Income Statement Wlth Known and Measurable Adjustments 
Adjusted Test Year Ended December 31,2003 

_ ............................................. 
I ...................... Distribution ClosinglFiling 

Adjustment Rates and Rate and Proir GRT on 

Plant on Plant Weather Industry Economic Case Period Test Year 

Description Additions Additions Normalized Dues Advertising Develoment Expense Adjustments Revenues 

(a) ( k) (1) (m) (n) (0) (PI (4) (0 ( 4  

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493,495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
O~eration and Maintenance: 

~atura l  Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncollectible Account Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred lncome Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

NG04-004-KAS settlementxls:KAS-1 Sch 3 



Exhibit-(KAS-I) 
Schedule 3 
Page 3 o f  3 

Line 
No. 

1 
2 
3 
4 

5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

31 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Gas Operating Income Statement With Known and Measurable Adjustments 
Adjusted Test Year Ended December 31, 2003 

Description 
(a) 

OPERATING REVENUES: 
Sales (480-485) (including unbilled) 
Transportation (489) (including unbilled) 
Other Revenues (488,493, 495) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Operation and Maintenance: 

Natural Gas (accts 804, 805, 808) 
Labor 
Benefits Expense 
Insurance Expense 
Uncolledible Account: Expense 
Regulatory Commission Expense 
Other Operation and Maintenance 

Total Operation and Maintenance 

Depreciation and Amortization 

Gain on Sale 

Taxes: 
Property Taxes 
Payroll Taxes 

FICA 
Federal Unemployment 
State Unemployment 

Gross Receipts Tax 
Federal Income Taxes (35%) 
Deferred Income Taxes 
Investment Tax Credit 
Other Taxes 

Total Taxes 

TOTAL OPERATING EXPENSES 

OPERATING INCOME 

.............. 
Total 
Staff Adjusted 

Labor Benefits Test Year 
(t) (U) (v) (w) (XI (Y) 

. NG04-004-K4S settlernentxls:KAS-1 Sch 3 



Exhibit-(KAS-2) 
Schedule 1 
Page 1 of 1 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Average Rate Base with Known and Measurable Adjustments 
Adjusted Test Year Ending December 31,2003 

South Dakota 
Test Year 
Average 

Per Books 
(b) 

Total South Dakota 
Pro Forma Pro Forma Line 

No. - Description 
(a) 

Gas Plant in Service (1 01 ) 
Distribution (including Intangible - 303) 

General (including Intangible - 303) 

Common (including Intangible 303) 

Total Gas Plant in Service (101) 

Adjustments Rate Base 
(c) ( 4  . . 

Gas - Completed Construction Not Classified (106) 

Total Plant in Service (101 and 106) 

Accumulated Depreciation 
Distribution (including Intangible) 

General (including Intangible) 

CoITlmOn (including Intangible) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 

Additions to Rate Base: 
Material and Supplies 
Fuel Stocks 
Prepayments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumulated Provision for Uncollectibles 
Accumulated Provision for Injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 

TOTAL SOUTH DAKOTA RATE BASE $ 17.836.071 



Exh ibL(KAS-2)  
Schedule 2 
Page 1 of 1 

Montana-Dakota Utilities Co. 
Docket NG04-004 
South Dakota Average Rate Base with Known and Measurable Adjustments 
Adjusted Test Year Ending December 31,2003 

South Dakota Updates Average Unamortized 
Test Year Depreciation and Unamortized Balance Total Total Staff 
Average Investment Rate Plant Working Rate Case Gain on Sale Staff South Dakota 

Description Per Books Tax Credits Change Additions Capital Expense (NG02-012) Adjustments Rate Base 
(a) (b) (c) (d) (el (f) (9) (h) (1) 0) 

Gas Plant in Service (101) 

Line 
No. 

1 
2 
3 
4 
5 

6 

7 

8 
9 
10 
11 
12 

13 

14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

Distribution (Including Inlengible - 303) 
General (lncludlng Inlsnglble - 303) 
Common (lncludlng Intangible 303) 

Total Gas Plant in Service (101) 

Gas - Completed Construction Not Classified (106) 

Total Gas Plant in Service (101 and 106) 

Accumulated Depreciation 
Distribution (Includhg Intangible) 

General (including Intangible) 

Common (lncludlng Inlsnglble) 

Total Accumulated Depreciation 

TOTAL NET GAS PLANT IN SERVICE 

Additions to Rate Base: 
Material and Supplies 
Fuel Stock; 
Prepayments 
Advanced Tax Collection 
Working Capital 
Other 

TOTAL ADDITIONS TO RATE BASE 

Deductions to Rate Base: 
Accumulated Deferred Income Taxes 
Accumulated Investment Tax Credit 
Customer Advances for Construction 
Customer Deposits 
Accumuiated Provision for Uncollectibles 
Accumulated Provision for injuries and Damages 
Miscellaneous Operating Provisions 
Other 

TOTAL DEDUCTIONS TO RATE BASE 

TOTAL SOUTH DAKOTA RATE BASE 

NG04-004-KAS sett1ement~ls:KASZ Sch 2 



Exhibit-(DAJ-I ) 
Schedule 1 
Page 1 

Montana-Dakota Utilities Co. 
South Dakota - Gas 

Cash Working Capital 
Test Year Ended 12/31/03 

South Dakota Pro Forma Expense 
Per Day 

(el 

Expense 
Lead Days 

(9 

Expense 
Dollar Days 

(9) 
Per Books 

(b) 

Adjustments 
(4 

Expense 
(dl 

Line Description 
(a) 
Operation & Maintenance 
Gas Purchases 
Labor Expense 
Fringe Benefit 
Insurance Expense 
Uncollectible Accounts Exp. 
Regulatory Commission Exp. 
Other 0 & M Expense 

Total 0 & M 

Depreciation & Amortization 
Deferred Income Taxes 
Ad Valorem Tax 
Payroll - FICA 
Payroll - FUTA 
Payroll - SUTA 
S D Gross Receipts Tax 
Federal Income Tax 
Interest on Long Term Debt 
Preferred Stock Dividends 

Total 

20 RevenueLagDays 36.21 
21 Expense Lead Days 39.28 
22 Net Days (3.07) 
23 Expense per Day 124,500 
24 Cash Working Capital (382,215) 



Montana-Dakota Utilities Co. 
South Dakota - Gas 

Tax Collections Available 
Test Year Ended 12-31-03 

Ex hi bit-(DAJ-I) 
Schedule 2 
Page 1 

South Dakota Pro Forma Collections Collection 
Line Item Per Books Adjustments Collections Per Day Lead Days Available 

( 4  (b) (4 (d) (el (9 (9) 

1 Employee FICA $ 272,985 $ 23,659 $ 296,644.00 $ 812.72 19 $ 15,441.74 
2 Federal Witholding 457,333 29,739 487,072.00 $ 1,334.44 19 $ 25,354.43 
3 South Dakota Sales Tax 2,107,513 68,641.88 2,176,154.88 $ 5,962.07 9.4 $ 56,043.44 
4 Total $ 96,839.62 
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BASE RATE 
LINE REVENUE INCREASE by CUSTOMER CLASS 
NO. 

1 RESIDENTIAL 
2 FIRM GENERAL SERVICE 
3 FIRM CONTRACT SERVICE 
4 ELLSWORTH AIR FORCE BASE 
5 INTERRUPTIBLE 
6 INTERRUPTIBLE TRANSPORT 

MONTANA-DAKOTA UTILITIES 
REVENUE INCREASE 

COMPARISON 

Dekatherms Dekatherms 

Test Year 
Revenue 

(Current Rates) 
Proposed . 
Revenue 

Exhibit - (MCB-5) 
Schedule 1 

Revenue 
(Inc./Dec.) 

Page 1 of 1 

Percent 
(Inc./Dec.) 

7 TOTAL 7,303,382 7,303,382 $1 1,275,371 $1 1,943,624 $668,253 5.9% 

Source: 
Line 1 - 5: Exh ib i t (MCB-5 )  Schedule 2,3, and 4 NGO4-004 Rate Design Comparison Per Books.xls 





Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

LINE NO. PRESENT PROPOSED 
20 CUSTOMER CHARGE $10.04 $10.65 
21 ALL DEKATHERMS $1.07810 $1.17500 
22 PGA $6.97600 $6.97600 

Rate 700 SMALL METER FIRM GENERAL SERVICE 

AMOUNT OF % 
PRESENT PROPOSED INCREASE/ INCREASE/ 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) 
(A) (B) ('3 (Dl (El 

Source: 
Exhibit (MCB-5) 

Exhibit - (MCB-6) 
Page 2.of 3 

AMOUNT OF PERCENT 
AVERAGE PRESENT PROPOSED INCREASE3 INCREASE/ 

MONTH DEKATHERMS RATE RATE (DECREASE) (DECREASE) 
(F) (GI (H) (1) (J) (K) 

JAN 27.9 234.75 238.06 3.31 1.4% 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 12.0 DekaTherms 

NG04-004 Rate Design comparison Per Books.xls 



LINE NO. 

40 
41 
42 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

61 

Montana-Dakota Utilities 
South Dakota - Gas 

Residential and Firm Commercial 
Rate Comparison 

Per Staff 

Exhibit - (MCB-6) 
Page 3 of 3 

PRESENT PROPOSED 
CUSTOMER CHARGE $20.08 $21 .29 
ALL DEKATHERMS $1.07810 $1.17500 
PGA $6.97600 $6.97600 

LARGE METER FIRM GENERAL SERVICE Rate 701 

AMOUNT OF % AMOUNT OF PERCENT 
PRESENT PROPOSED INCREASE/ INCREASE/ AVERAGE PRESENT PROPOSED INCREASE/ INCREASE1 

DEKATHERMS RATE RATE (DECREASE) (DECREASE) MONTH DEKATHERMS RATE' RATE (DECREASE) (DECREASE) 
(A) (B) (C) (Dl (El (F) (GI (HI (1) (J) (K) 

Source: 
Exhibit (MCB-5) 

JAN 
FEB 
MAR 
APR 
MAY 
JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 

TOTAL 

AVERAGE MONTHLY USE = 100.1 DekaTherms 

NG04-004 Rate Design Comparison Per Books.xls 



Montana-Dakota Utilities 
South Dakota Gas 
Residential Rates 

Per Staff 

Exhibit - (MCB-5) 
Schedule 2 
Page 1 of 1 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- CHANGE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT A PROPOSED AMOUNT 

Small Meter 
Residential - Rate 600 

ALL DekaTherms 

Daily Charge 
CUSTOMER CHARGE BILL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

Residential Rate Unbilled Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

Residential Rate Weather 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

PURCHASED GAS ADJUSTMENT 
SUB TOTAL DekaTherms 

TOTAL RESIDENTIAL - RATE 600 

NG04-004 Rate Design comparison Per Books.xis 



Montana-Dakota Utilities 
South Dakota - Gas 

Firm General service Rates 
Per Staff 

E x h i b i t  (MCB-5) 
Schedule 3 
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF >-- QUANTITY -- >--- RATE ($/UNIT) -< >- REVENUES (IN $) -< 2- CHANGE - 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT 
I_ ^ _---- --- ----̂ ---- ---- --- --- -- 

Small Meter 
Firm General Service - Rate 700 

ALL DekaTherms 

Daily Charge 
CUSTOMER CHARGE BlLL 

SUB TOTAL DekaTherms 

SMFG Rate Unbilled Normalization 

ALL DekaTherrns 

CUSTOMER CHARGE BILL 

SUB TOTAL DekaTherms 

SMFG Rate Weather Normalization 

ALL DekaTherms 

CUSTOMER CHARGE BlLL 

SUB TOTAL 

, . 
. .  .. 

. NG04-004 Rate Design Comparison Per Sooks.xls 





Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -c >- RATE ($/UNIT) --< >- REVENUES (IN 5) -< >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT -- -- 

Firm Contract Sewice - Rate 702 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaThens 

Firm Contract Service - Rate 702 -Weather Normalization 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - Firm Contract Service - Rate 702 

Exhibit - (MCB-5) 
Schedule 4 
Page I of 8 

NG04-004 Rate Design Comparison Per Booksxls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- Schedule (MCB-5) 4 

Page 2 of 8 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -c >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >-INCREASE -< 
NO, & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

23 Ellsworth Air Force Base - Rate 641 
24 
25 MIN BILLS BILL 95.00 95.00 
26 MIN BILLS 
27 ALL DekaTherms 537,378 537,378 0.06200 0.06200 33,317 33,317 
28 
29 CUSTOMER CHARGE & MINNUM BILL 12 12 95.00 95.00 1,140 1,140 
30 
31 PURCHASEDGASADJUSTMENT 0.00000 0.00000 0 0 
32 SUBTOTAL DekaTherms 537,378 537,378 34,457 34,457 
33 
34 EAFB -Weather Normalization 
35 
36 MIN BILLS BILL 
37 MiN BILLS 
38 ALL DekaTherms 
39 
40 CUSTOMER CHARGE & MINNUM BILL 
41 
42 PURCHASED GAS ADJUSTMENT 
43 SUBTOTAL DekaTherms 
44 
45 TOTAL - ELLSWORTH AIR FORCE BASE - RATE 641 
46 

. NG04-004 Rate Design Comparison Per Books.xls 



Montana-Dakota Utilities 
South Dakota Gas 

lnterruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- (MCB-5) 
Schedule 4 
Page 3 of 8 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY -C >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

47 Small Interruptible - Rate 71 
48 
49 MIN BILLS BILL 50.00 50.00 
50 
51 ALL DekaTherms 35,076 35,076 0.45300 0.45300 15,889 15,889 0 

52 
53 CUSTOMER CHARGE & MINNUM BILL 
54 
55 PURCHASED GAS ADJUSTMENT 
56 SUBTOTAL DekaTherms 
57 
58 Small lnterru~tible Rate Unbilled Normalization 
59 
60 ALL THERMS DekaTherms 
61 
62 
63 CUSTOMER CHARGE & MINNUM BILL 
64 
65 SUB TOTAL DekaTherms 
66 
58 Small Interruptible - Rate 71 -Weather Normalization 
59 
60 MIN BILLS BILL 
61 
62 ALL DekaTherms 
63 
64 CUSTOMER CHARGE B MINNUM BILL 
65 

' 66 PURCHASED GAS ADJUSTMENT 
67 SUBTOTAL DekaTherms 
68 
69 Small Interruptible - Rate 71 -Reclassify as Rate 70 
70 
71 MIN BILLS BILL 
72 
73 ALL DekaTherms 
74 
75 CUSTOMER CHARGE & MINNUM BILL 
76 
77 PURCHASED GAS ADJUSTMENT 
78 SUBTOTAL DekaTherms 
79 RATE 71 FLEX ADJUSTMENT 
80 TOTAL - SMALL INTERRUPTIBLE - RATE 71 

NG04-004 Rate Design Comparison Per Books.xls 



LINE 
NO. 

Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit - (MCB-5) 
Schedule 4 
Page 4 of 8 

CLASS OF SERVICE TYPE OF >- QUANTITY -< >- RATE ($/UNIT) -< 2- REVENUES (IN $) -< >- INCREASE -< 
a RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Large Interruptible - Rate 85 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MiNNUM BILL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Large interruptible - Rate 85 -Weather Normalization 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTharms 

104 TOTAL - LARGE INTERRUPTIBLE - RATE 85 
105 
106 TOTAL - INTERRUPTIBLE 
lo7 

NG04-004 Rate Design Comparison Par Books.xls 





Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- Schedule (MCB-5) 4 

Page 6 of 8 

LINE CLASS OF SERVICE TYPE OF >- QUANTIN ----C >-- RATE ($/UNIT) -< 2- REVENUES (IN $) -< >- INCREASE -c 

NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

CUSTOMER BILLED INCORRECTLY Customer ID 41 

MIN BlLLS BILL 
MIN BlLLS 

ALL DekaThens 

CUSTOMER CHARGE B MINNUM BILL (1) (1) 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaThens 

Small Interruptible Transportation - Rate 82 - Reclassify as Rate 81 

MIN BlLLS BlLL 
MIN BlLLS 

ALL DekaTherms 

CUSTOMER CHARGE 8 MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaThens 

RATE 81 FLEX ADJUSTMENT Customer ID 264 
RATE 81 FLEX ADJUSTMENT Customer ID 105 

TOTAL - SMALL INTERRUPTIBLE TRANSPORTATION - RATE 81 

NG04-004 Rate Design Comparison Per Books.xls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- (MCB-5) 
Schedule 4 
Page 7 of 8 

LINE CLASS OF SERVICE TYPE OF >- QUANTIiY -< >- RATE ($/UNIT) -C >- REVENUES (IN $) -< >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 
- -- 

165 
166 Large Interruptible Transportation -Rate 82 
I67  
168 MIN BILLS BILL 
169 MIN BILLS 
170 ALL DekaTherms 613,766 
171 
172 CUSTOMER CHARGE & MINNUM BILL 139 
173 
174 PURCHASEDGASADJUSTMENT 
175 SUBTOTAL DekaTherms 613,766 
176 
177 Large Interruptible Transportion - Customer ID 41 -Weather Normalization 
I78 
179 MIN BILLS BiLL 
180 MIN BILLS 
181 ALL DekaTherms 1,079 
I82 
183 CUSTOMER CHARGE & MINNUM BILL 0 
I84 
185 PURCHASEDGASADJUSTMENT 
186 SUBTOTAL DekaThens 1.079 
I87 
188 CUSTOMER BILLED INCORRECTLY Customer ID 41 
I89 
190 MIN BILLS BILL 
191 MIN BILLS 
192 ALL DekaTherms 
193 
194 CUSTOMER CHARGE & MINNUM BILL 
195 
196 PURCHASED GAS ADJUSTMENT 
197 SUBTOTAL DekaTherms 
I98 

NG04-004 Rate Design Comparison Per Books.xls 



Montana-Dakota Utilities 
South Dakota Gas 

Interruptible and Transportation and Other Rate Comparison 
Per Staff 

Exhibit- (MCB-5) 
Schedule 4 
Page 8 of 8 

LINE CLASS OF SERVICE TYPE OF >- QUANTITY ---< >- RATE ($/UNIT) -< >- REVENUES (IN 5) -< 2- INCREASE --< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Large interruptible Transportation - Rate 82 - Cut Out of Service 

MIN BILLS BlLL 
MIN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT 
SUBTOTAL DekaTherms 

Large Interruptible Transportation - Rate 82 - Reclassify as Rate 81 

MIN BILLS BlLL 
MiN BILLS 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASEDGASADJUSTMENT 
SUBTOTAL DekaTherms 

TOTAL - LARGE INTERRUPTIBLE TRANSPORTATION -RATE 82 

TOTAL - INTERRUPTIBLE TRANSPORTATION 

NG04-004 Rate Design Comparison Per Books.xls 



Montana-Dakota Utilities 
South Dakota - Gas 

lnterruptible and Transportation Service 
Rate Comparison 

Per Staff 

Exh ib i t (MCB-7 )  
Page 1 of 2 

LINE CLASS OF SERVICE TYPE OF >-- QUANTITY --< >- RATE ($/UNIT) -< >- REVENUES (IN $) -< >- INCREASE -< 
NO. & RATE SCHEDULE CODE CHARGE UNIT PRESENT PROPOSED PRESENT PROPOSED PRESENT PROPOSED AMOUNT PERCENT 

Firm Contract Service - Rate 702 

MIN BILLS 

ALL 

CUSTOMER CHARGE & MINNUM 

PURCHASED GAS ADJUSTMENT 
TOTAL - Firm Contract Service - Rate 702 

Ellsworth Air Force Base 

MIN BILLS 

ALL 

CUSTOMER CHARGE & MINNUM 

PURCHASED GAS ADJUSTMENT 
TOTAL - Ellsworth Air Force Base 

Small lnterruptible - Rate 71 

MIN BILLS 

BlLL 

DekaThemls 

BlLL 

Effective 1/1/2003 

BlLL 

DekaTherms 

BlLL 

Effective 1/1/2003 

BlLL 

ALL DekaTherms 

CUSTOMER CHARGE & MINNUM BlLL 

PURCHASED GAS ADJUSTMENT Effective 1/1/2003 
TOTAL - SMALL INTERRUPTIBLE - RATE 71 

Source: E ~ h i b i t ~ ( M C B - 5 )  Interruptible Transportation Rate Comparison.xls 





MDU PROPOSED NOTICE OF INCREASE TO CUSTOMERS 



Change in Natural Gas Rates 
Effective December 1, 2004 

On June 7, 2004, Montana-Dakota Utilities Co. (Montana-Dakota) filed an application 
with the South Dakota Public Utilities Commission (Commission) for an increase in 
prices charged for natural gas service to our customers. Montana-Dakota requested an 
increase of approximately $1.3 million in additional revenues. Only non-gas related or 
distribution costs were a part of the filing. The primary reason for the rate filing was 
increased operating expenses driven largely by increases in labor and benefit costs. 
Montana-Dakota's non-gas rates were last increased in December 2003. On November 
30, 2004, the Commission approved a natural gas rate increase in the amount of 
$669,549 to become effective December I, 2004. 

As a result of the change in rates approved by the Commission on November 30, 2004, 
the rates for the residential, firm general and large interruptible service customer 
classes will increase by 1.6 percent. A typical residential customer consuming 86 
dekatherms (dk) annually would see an increase of approximately $0.97 per month. 

The new rates shown below became effective with service rendered on and after 
December 1, 2004. The first bill you receive may be prorated, depending on your meter 
reading date. This means that any service provided prior to December 1, 2004 will be 
billed at the old rates, and any service provided on and after December 1, 2004 will be 
billed at the new rates included in this folder. 

Residential Gas Service - Rate 60 
Rate: 

Basic Service Charge ............................................................. $0.250 per day* 
Distribution Delivery Charge ................................................... $1 571 per dk* 
Cost of Gas ............................................................................ $8.571 per dk** 

Minimum bill: Basic Service Charge 

Firm General Gas Service - Rate 70 
Rate: 

Basic Service Charge: 
...................... Meters rated under 500 cubic feet per hour $0.350 per day* 

........................ Meters rated over 500 cubic feet per hour $0.700 per day* 
Distribution Delivery Charge ................................................... $1 .I75 per dk* 
Cost of Gas ............................................................................ $8.571 per dk** 

Minimum bill: Basic Service Charge 

A Distribution Delivery Stabilization Mechanism (DDSM) is also applicable to gas 
service provided under Residential Rate 60 and Firm General Rate 70 bills issued 
October 1 through May 1. The DDSM is an adjustment designed to balance the 
fluctuations in weather affecting both customers and the Company during the winter 
heating season. 

*All rates, including cost of gas, are effective with service rendered on and after 

1 



December I ,  2004. 

**On December I, 2004, the Purchased Gas Adjustment (PGA), filed monthly with the 
Commission, has increased approximately $1.70 per dk for all customers. The PGA 
increases or decreases our retail prices based on our estimates of purchased gas costs 

- for the month and adjustments for any over- or under-estimates of these costs in prior 
periods. The PGA mechanism is strictly a pass-through to our customers of costs 
imposed on Montana-Dakota by its gas suppliers. The PGA provides no mark-up or 
profit to Montana-Dakota. New cost of gas prices for residential and firm general 
natural gas service are shown in this folder and will become effective with service 
rendered on and after December I, 2004. 

Other Rates Available: 
Small Interruptible General Gas Service - Rate 71; Large Interruptible General Gas 
Service - Rate 85; Optional Seasonal General Gas Service - Rate 72; Transportation 
Service - Rates 81 and 82 

NSF Check Charge: 
A charge of $20.00 will be collected by the Company for each check charged back to 
the Company by a bank. 

Seasonal Reconnect Charge: 
Any customer who requests the reconnection of service at the same address within a 
12-month period will be charged the Basic Service Charge applicable during the period 
while service was not in use or a minimum of $30.00. The minimum will be based on 
standard overtime rates for reconnection of service after normal business hours. 

Payment: 
Bills will be considered past due if not paid by the due date shown on the bill. An 
amount equal to 1% per month will be applied to any unpaid balance existing on the 
immediate subsequent billing date. 

Comparison of Residential Rate 

Present 
Dk - Rate* 
3 $37.62 
5 57.63 
10 ' 107.66 
15 157.69 
18 187.71 
20 207.72 

Proposed 
Rate* 

$38.03 
58.31 

109.02 
159.73 
190.1 6 
21 0.44 

Amount of 
lncrease 

$0.41 
0.68 
1.36 
2.04 
2.45 
2.72 

% 
lncrease 

I .09% 
1.18% 
1.26% 
1.29% 
1.31 % 
1.31 % 

For further information, applicable rates, rules and regulations are on file at Montana- 
Dakota's offices and are available for inspection upon request. 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING JOINT 
MONTANA-DAKOTA UTILITIES CO. FOR ) MOTION FOR APPROVAL 
AUTHORITY TO iNCREASE RATES FOR ) OF SETTLEMENT 
NATURAL GAS SERVICE 1 STIPULATION 

1 NG04-004 

On June 7, 2004, Montana-Dakota Utilities Co. (MDU), filed with the Public Utilities 
Commission (Commission) an application to increase natural gas rates in its Black Hills 
service territory. The application seeks an increase in rates in the approximate amount 
of $1,281,417 or approximately 2.2%. On June 22, 2004, the Commission suspended the 
proposed schedule of rates for 90 days beyond June 7,2004. 

At its regularly scheduled meeting of June 22, 2004, the Commission found that 
pursuant to SDCL 49-IA-8, MDU shall be assessed a filing fee as requested by the 
executive director up to the statutory limit of $100,000. The Commission further 
established an intervention deadline of July 9, 2004. On July 15, 2004, Commission Staff 
advised the Commission that the suspension should have been for 90 days beyond July 
7, 2004. On July 20, 2004, pursuant to SDCL 49-34A-14, the Commission suspended the 
operation of the schedule of rates proposed by MDU for 90 days beyond July 7, 2004. 

The Commission set the matter for hearing for November 4 and 5, 2004, starting at 
9:00 A.M., on November 4, 2004, in Room 412, State Capitol, 500 East Capitol, Pierre, 
South Dakota. On October 28, 2004, the Commission was informed that Commission Staff 
and MDU had reached a settlement agreement, so the hearing set for November 4 and 5, 
2004, which was scheduled to hear the testimony of the parties was cancelled. On 
November 15, 2004, the Commission received a Joint Motion for Approval of Settlement 
Stipulation and Settlement Stipulation signed by all of the parties. On November 18, 2004, 
the Commission received Staff Memorandum Supporting Settlement Stipulation. Staff 
requested that the Commission consider the Settlement Agreement on November 30, 
2004. 

The Commission has jurisdiction over this matter pursuant to SDCL Chapters 1-26 
and 49-34A, including 1-26-1 8, 1-26-1 9, 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A- 
8, 49-34A-8.1, 49-34A-10, 49-34A-11, 49-34A-12, 49-34A-13, 49-34A-13.1, 49-34A-14, 
49-34A-16, 49-34A-17, 49-34A-19, 49-34A-19.1,49-34A-19.2, 49-34A-20, 49-34A-2 1 , 49- 
34A-22, and 49-34A-23. 

On November 30, 2004, the Commission heard from MDU and Commission Staff 
concerning the proposed Settlement Stipulation. After listening to the presentations, the 
Commission voted to grant the Joint Motion for Approval of Settlement Stipulation. 

The tariff sheets approved by this order and effective for service rendered on and 
after December 1, 2004, are as follows: 



Section No. 1 
I st Revised Sheet No. 1, Canceling Original Sheet No. 1 
I st Revised Sheet No. 1 . I ,  Canceling Original Sheet No. I . I  

Section 3 
9th Revised Sheet No. 1, Canceling 8th ~ e v i s e d  Sheet No. 1 
1st Revised Sheet No. 2, Canceling Original Sheet No. 2 
I st Revised Sheet No. 1 I ,  Canceling Original Sheet No. 11 
2nd Revised Sheet No. 13, Canceling I st Revised Sheet No. 13 
1st Revised Sheet No. 22.1, Canceling Original Sheet No. 22.1 
1st Revised Sheet No. 26, Canceling Original Sheet No. 26 

Section 5 
I st Revised Sheet No. 1, Canceling Original Sheet No. 1 
I st Revised Sheet No. 1 . I ,  Canceling Original Sheet No. 1 . I  
I st Revised Sheet No. 1.2, Canceling Original Sheet No. 1.2 
1st Revised Sheet No. 1.3, Canceling Original Sheet No. I .3 
I st Revised Sheet No. 1.4, Canceling Original Sheet No. 1.4 
I st Revised Sheet No. 1.5, Canceling Original Sheet No. 1.5 
I st Revised Sheet No. 1.6, Canceling Original Sheet No. 1.6 
1st Revised Sheet No. 1.7, Canceling Original Sheet No. 1.7 
I st Revised Sheet No. 1.8, Canceling Original Sheet No. 1.8 
I st Revised Sheet No. 1.9, Canceling Original Sheet No. 1.9 
I st Revised Sheet No. 1.10, Canceling Original Sheet No. 1.10 
I st Revised Sheet No. 1.1 1, Canceling Original Sheet No. 1.1 1 
I st Revised Sheet No. 1.12, Canceling Original Sheet No. 1.12 
1st Revised Sheet No. 1.13, Canceling Original Sheet No. 1 . I 3  
1st Revised Sheet No. 1.14, Canceling Original Sheet No. 1 . I 4  
I st Revised Sheet No. 1.15, Canceling Original Sheet No. 1.15 
I st Revised Sheet No. 1.16, Canceling Original Sheet No. 1.16 
I st Revised Sheet No. 1 . I  7, Canceling Original Sheet No. 1 . I  7 
I st Revised Sheet No. 1 . I  8, Canceling Original Sheet No. 1 .I 8 
I st Revised Sheet No. 1.19, Canceling Original Sheet No. 1.19 
1st Revised Sheet No. 24, Canceling Original Sheet No. 24 

Section 6 
1st Revised Sheet No. 5, Canceling Original Sheet No. 5 
1st Revised Sheet No. 8, Canceling Original Sheet No. 8 
Original Sheet No. 8.1 
1st Revised Sheet No. 12, Canceling Original Sheet No. 12 
I st Revised Sheet No. 13, Canceling Original Sheet No. 13 
1st Revised Sheet No. 16, Canceling Original Sheet No. 16 

It is therefore 



ORDERED, that the Joint Motion for Approval of Settlement Stipulation is hereby 
granted. The Settlement Stipulation is incorporated by reference into this Decision and 
Order the same as if it had been set forth in its entirety herein. 

d Dated at Pierre, South Dakota, this day of December, 2004. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by first class mi!, in properly 
addressed envelopes, with chaiges prepaid thereon. 

Date: - lL+3$kla4 

(OFFICIAL SEAL.) 

BY ORDER OF THE COMMISSION: 

ROBERT K. ~ A H R ,  chairman . 

ON, Commissioner 



NOV 1 5 2004 
BEFORE THE PUBLIC UTILITIES COMMISSIO~(-JJTH DAKOTA PUBLIC 

OF THE UTILITIES COMMISSION 
STATE OF SOUTH DAKOTA 

IN THE MATTER 
) 
) DOCKET NO. NG04-004 

OF THE APPLICATION OF ) 
MONTANA-DAKOTA UTILITIES CO. ) 
FOR AUTHORITY TO INCREASE 
NATURAL GAS RATES IN 

) 

SOUTH DAKOTA 
) 
) * 

I. SETTLEMENT STIPULATION 

On June 7, 2004, Montana-Dakota Utilities Co. ("Montana-Dakota") filed 

with the South Dakota Public Utilities Commission ("Commission") an application 

for approval to increase rates for natural gas service in the State of South Dakota 

for its Black Hills system. Montana-Dakota proposed an overall increase of 

$1,281,417. The Staff of the Commission ("Commission Staff") on October 19, 

2004, filed its direct testimony supporting an overall increase for Montana-Dakota 

of $21 0,448. 

The Commission Staff and Montana-Dakota (jointly the "Parties") held 

several negotiating sessions in an effort to arrive at a jointly acceptable resolution 

of this matter. As a result of the sessions, the Parties have been able to resolve all 

issues in this proceeding and have entered into this Settlement Stipulation 

("Stipulation"), which, if accepted and ordered by the Commission, will determine 

rates to result from this proceeding. 



11. PURPOSE 

This Stipulation has been prepared and executed by the Parties for the 

sole purpose of resolving Docket No. NG04-004. The Parties acknowledge that 

they may have differing views that justify the end result, which they deem to be 

just and reasonable, and, in light of such differences, the Parties agree that the 

resolution of any single issue, whether express or implied by the Settlement 

Agreement, should not be viewed as precedent setting. In consideration of the 

mutual promises hereinafter set forth, the Parties agree as follows: 

1. Upon execution of this Stipulation; the Parties shall immediately file this 

Stipulation with the Commission together with a joint motion requesting that the 

Commission issue an order approving this Stipulation in its entirety without 
, 

condition or modification. . 

2. This Stipulation includes all terms of settlement and is submitted with 

the condition that in the event the Commission imposes any changes in or 

conditions to this Stipulation which are unacceptable to any party, this Stipulation 

shall be deemed withdrawn and shall not constitute any part of the record in this 

proceeding or any other proceeding nor be used for any other purpose. 

3. This Stipulation shall become binding upon execution by the Parties, 

provided however, that if this Stipulation does not become effective in accordance 

with Paragraph 2 above, it shall be null, void and privileged. This Stipulation is 

intended to relate only to the specific matters referred to herein; no party waives 

any claim or right which it may otherwise have with respect to any matter not 



expressly provided for herein; no party shall be deemed to have approved, 

accepted, agreed or consented to any rate making principle, or any method of 

cost of service determination, or any method of cost allocation underlying the 

provisions of this Stipulation, or be prejudiced or bound thereby in any other 

current or future proceeding before the Commission. No party or representative 

thereof shall directly or indirectly refer to this Stipulation or that part of any order of 

the Commission referring to this Stipulation as precedent in any other current or 

future rate proceeding before the Commission. 

4. The Parties to this proceeding stipulate that all prefiled testimony, 

exhibits, and workpapers be made a part of the record in this proceeding. The 

Parties understand that if this matter had not been settled, Montana-Dakota would 

have filed rebuttal testimony and the Commission Staff would have responded to 

certain of the positions contained in Montana-Dakota's rebuttal testimony. 

5. It is understood that Commission Staff enters into this Stipulation for the 

benefit of Montana-Dakota's South Dakota customers affected by this docket. 

ill. ELEMENTS OF THE SETLEMENT STIPULATION 

1. Revenue Requirement 

The Parties agree that Montana-Dakota's attached rate schedules are 

designed to produce annual increases in base rate levels (excluding purchased 

gas cost adjustment and sales taxes) of $669,549 annually for retail natural gas 

service in the Company's Black Hills service area in the State of South Dakota. 

The parties agree to an overall rate of return of 8.91 7%. 



2. Tariffs 

The increase will be allocated on an equal percentage basis to the 

Residential, Firm General Service and Large Interruptible rate classes resulting in 

an increase of 1.6% to each of the affected rate classes. The Tariffs reflect the 

following basic service charges with the remainder of the applicable revenue 

increase collected through the Distribution Delivery Charges: 

Rate Class 
Residential 
Firm General 

Meters < 500 cubic ft./hour 
Meters > 500 cubic ft./hour 

Air Force 
Small lnterruptible Sales 
Small lnterruptible Transport 
Large lnterruptible Sales 
Large lnterruptible Transport 

Base Rate 
$0.25 per day 

$0.35 per day 
$0.70 per day 

$95.00 per month 
$50.00 per month 
$125.00 per month 
$1 75.00 per month 
$225.00 per month 

3. Implementation of Rates 

The revised rate schedules shall be implemented with service rendered on 

and after December 1, 2004, with bills prorated so that usage prior to December 

I, 2004 is billed at the previous rates and usage on and after December 1, 2004, 

is billed at the new rates. 

4. Conclusion 

This Stipulation is entered into this ,<day of A&, 



Mr. Brett M. Koenecke Karen E. Cremer 
Attorney Attorney 
May, Adam, Gerdes and Thompson State Capitol Building 
503 South Pierre Street 500 East Capitol Building 
P.O. Box 160 Pierre, SD 57501 -5070 
Pierre, SD 57501 

DATED: ////fh v 




